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YOUR LOAD GOES UP 


when you install <##L€X 


on your lines 


Whether you merchandise or not you can add B.T.U.'s to your con- 
nected load—add hundreds of new users—by actively promoting the 
sale of Silex Glass Coffee Makers. 
Restaurants, hotels, drug stores, lunchrooms are all prospects for a- 
Silex Glass Coffee Maker—will install one when you tell them of these 
savings: 

More cups of coffee per pound. 

Less cream per cup 

More steady patrons 

More "off-peak" sales of both coffee and food 


There is a gas model for every user: 2-3-4-6-8 unit sizes and 2-4-8 unit 
sizes with built in hot water tank. Prices from $17.45 to $228.45. Stainless 
steel range bodies on all but the lower priced models. Pyrex brand glass 
guaranteed against heat breakage. 

THE SILEX COMPANY 


Dept. P-1012, Hartford, Conn. 
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No. 324-B Barber Burner 


Inly Barber Conversion Burners 
fave This Combustion Principle 


A gas appliance is only as good as its burner. In 20 years’ ex- 

perimentation, Barber has developed its impinged jet princi- 

ple to the highest flame temperature so far attained on at- 

mospheric pressure—1900°. This represents almost the only 

advance in 25 years in basic methods of combustion, since 

virtually all other burners still employ the primitive “Ven- 
turia Tube” principle. 


The burner is the heart of the appliance. For conversion burner 
satisfaction, see that genuine Barber Burners are supplied to your 
customers. 


® Units supplied in a wide range of sizes, all properly adjustable, 
to fit the grate dimensions of all round or oblong furnaces or boilers. 


® Insures a perfectly controlled, properly applied “scrubbing” 
flame action on side walls of fire box, at the proper level. No fire 
brick or refractory elements needed. 


® Furnished with automatic Safety Pilot Control—positive and ac- 
curate. Listed in the A. G. A. Directory of Approved Appliances. 


Keep a Barber Burner on display. Consumer litera- 
ture and practical sales assistance gladly furnished 
on request. Write for Complete Catalog. 


a E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


. 
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An International Business Machines Service Bureau 


Let this FACT-FINDING SERVICE 
work for YOU 


00 You can speed up the work of obtaining detailed records and analyses by 
employing the International Business Machines Service Bureau. 


11 Through the medium of punched cards and International Electric Book- 
21 keeping and Accounting Machines, this organization will prepare Rate 
27 Analyses, Customer Market Analyses, Inventory Tabulations, and many 
28 other important records and reports. 

6 Our wide experience in payroll methods and machines also places this 


organization in a position to render valuable assistance in the preparation 


12 of required payroll and Social Security records. 
28 International Business Machines Service Bureaus are located in principal 
58 cities and will work with you on a part-time or complete-job basis. 


Naturally, the strictest confidence is an underlying principle in the handling 
of all data. Call your nearest International office for complete information. 


Seo GAS COMPANY EXECUTIVES 


attending the A.G.A. Convention in New York 
MD. City are cordially invited to visit the International 


Business Machines Gallery of Science and Art at 
the New York World’s Fair. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Buildin ye Branch Offices in Principal 
5.00 590 Madison Avenue, New York, N. Y. Cities of the World 
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A“ forms of utility industry have a con- 
tinuing need of a certain amount of hu- 
mility. Although most utility history has 
been made during the last century, within 
this brief span in the annals of time, no utility 
business has ever reached the point where it 
could be absolutely sure of a given market. 
No utility business could ever make any as- 
sumptions that its industrial practices had 
even approached the limit of human improve- 
ment. 


In the days of General Grant, the beautiful 
crystal chandelier that used to hang in the 
hallway of the White House was looked upon 
as the symbol of perfection in the art of gas 
illumination. Today gas illumination is but 
a pleasant memory of people who are ap- 
proaching middle age. Today the brilliant 


electric lighting displays at the New York 


World’s Fair and on the great white way in 
New York city itself, seem to leave nothing to 
be desired or to be imagined in improve- 
ment by way of artificial lighting. 


AND, yet, we cannot take even this much for 
granted. Some weeks ago, buried under war 
news which told of “black outs” converting 
modern European cities to conditions of early 





HUGH H. CUTHRELL 


The World’s Fair is exposed to an interesting 
and enlightening gas attack. 


(SEE Pace 467) 
OCT. 12, 1939 
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GEORGE E. DOYING 


The legislative year 1939 was comparatively 
easy on the utilities. 


(SEE Pace 472) 


nineteenth century darkness, we noted that the 
Third International Congress for Micro- 
biology, at its annual meeting in the Wal- 
dorf-Astoria hotel in New York, announced 
that “a firefly in reasonably good condition is 
about 85 per cent more efficient than a good 
electric light bulb.” 


THERE isn’t much we can do about this, of 
course. The only point in bringing the mat- 
ter up at all is to lend fresh emphasis to the 
maxim that no business is static unless it is in 
the process of becoming a dying business. Cer- 
tainly nothing has been so constant in the util- 
ity business as the very condition of contin- 
uous shifts in technique, in economics, and in 
political relations. 


THE gas industry, which meets this month 
at the annual convention of the American Gas 
Association in New York city, is undoubtedly 
the best witness in the utility world to the 
truth of the old adage that, in a mortal world, 
nothing is as permanent as change itself. The 
gas industry, it would appear, has more than 
once been compelled, under pressure of chang- 
ing circumstances, to reorient its entire eco- 
nomic position. It has had to abandon once 
firm foundations and painfully erect new ones. 
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HELPS KEEP YOUR EQUIPMENT 
or AT — COST 















ou can depend on J & L Gilmore Wire Rope to help keep your shovels, 
he fhuckets, drags and other equipment working efficiently, because it has the 
|- (Btrength, flexibility and abrasion-resistance to stand up under hard, 
ontinuous service. 
od ff Precisionbilt Gilmore Rope is made exclusively of J & L Controlled Quality 
teel — on the world’s newest wire rope making machines, which work to a 
olerance of 1-1000 of an inch. 
ie | When any of your earth-moving or material-handling equipment needs wire 
r- [fope—or when you order new equipment — specify J & L Precisionbilt, the 
|- ffope you can depend on for safety and economy. Write today for your copy 
in pf our catalog on J & L Precisionbilt Gilmore Wire Ropes. 


* ONES & LAUGHLIN STEEL CORPORATION Ja 


GILMORE WIRE ROPE DIVISION 
: MUNCY, PENNSYLVANIA > STEEL 













& L — PARTNER IN PROGRESS TO AMERICAN INDUSTR 
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8 PAGES WITH THE EDITORS (Continued) 


That it has come through these transitions 
a sounder business than ever before is de- 
serving of the tribute accorded to the gas in- 
dustry in the item, “The Odyssey of Gas,” ap- 
pearing in this issue (page 500). 


History is strewn with the wreckage of 
bankrupt industries with less fortitude and 
resourcefulness. Eternal vigilance, it would 
seem, is the price of business security, as well 
as of individual liberty. 


> 


| Gear ge in this issue of the FortNIGHTLY, 
which was designed to be of special interest 
to those who follow the fortunes of the gas 
business, is an article on the part played by the 
gas industry at the historic exposition still tak- 
ing place on a man-made setting in New York 
city. It is the product of HucH H. Curtn- 
RELL, president of Gas Exhibits, Inc., a special- 
ly formed organization which is in "charge of 
these exhibits. Mr. CuTHRELL, who is also vice 
president of the Brooklyn Union Gas Com- 
pany, has been a leading figure in the gas 
field for some time. Following his graduation 
from Wake Forest College and the Univer- 
sity of North Carolina (his native state), Mr. 
CUTHRELL served as a senior lieutenant in the 
air force during the World War and with the 
Naval air forces until the end of 1920. 


SHortTLy after that he entered the public 
utility field as an engineer with the Kings 
County Lighting Company. In 1927 he was 
shifted to the Brooklyn Union Gas Company 
and took charge of the company’s new busi- 
ness department in 1929. He was elected to his 
present company post in 1936. Mr. CUTHRELL is 
known for three outstanding accomplishments 
in the gas industry during the past decade: (1) 


A. M. BEEBEE 
Aggressive sales promotion—the Elixir of 
Youth for the gas business. 
(SEE Pace 479) 
OCT. 12, 1939 


He is called the “father of dealer codperation,” 
a policy designed to eliminate friction between 
gas utilities and appliance dealers (he was 
voted the Charles A. Munroe award for this 
in 1932) ; (2) he headed the AGA committee 
which drew up standards for improved gas 
range construction, culminating in the well- 
known “CP range”; (3) he has been an active 
promoter of gas industry participation in the 
World’s Fair. 


¥ 


A. M. BEEBEE, whose article (beginning page 

479) undertakes to explain to some ex- 
tent just how the gas industry keeps itself inj 
such a constant state of rejuvenation, is an- 
other well-known figure in the gas utility 
field. He is general superintendent of the gas 
division of the Rochester Gas & Electric Cor- 
poration. Mr. BEEseeE has been affiliated with 
this organization since 1916, when he joined up 
as a cadet engineer following his graduation 
from Cornell University (M.E., 715). He has 
served as chairman on various technical com- 
mittees and divisions of the American Gas 
Association and the Empire State Gas & Elec- 
tric Association. He is at (present chairman 
of the AGA committee on “economics of gas 
house heating.” 


¥ 


NOTHER feature of this issue which will 
be of interest outside the gas field is a 
round-up of the state utility legislation in the 
various biennial sessions of 1939 by Grorce E. 
DoyING, managing editor of P.U.R. Executive 
Information Service. Mr. Doy1Nc was born in 
1881 at Jacksonville, Ill., where his father had 
been publishing a paper since 1876. The Doy- 
ing family, father and sons, carried on this 
publication for nearly half a century, when the 
paper was sold. Grorce E. Doyine, II, with 
whom we are now concerned (there is a “III” 
already well launched in commercial journal- 
ism), attended Illinois College at Jacksonville, 
the alma mater of William Jennings Bryan, 
and started his newspaper career as a newsboy. 
In 1916, when he was general manager and edi- 
tor of the Jacksonville Courier, he became as- 
sistant secretary and subsequently examiner 
for the Illinois Commerce Commission. Since 
then he came to Washington to serve on David 
Lawrence’s United States Daily. He took his 
present post in 1934. 


¥ 


[eeu decisions preprinted from Public 
Utilities Reports may be found in the back 
of this issue. 


THE next number of this magazine will be 
out October 26th. 


Na Colitis 
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P NE REMINGTON RAND Does the 
Bookkeeping Machine work 


MS GCoRMIGE. 


June 12. 1959 


ton Rand Inc. 
Rewraio, New York 
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Secty. Trees: 


he story told by Mr. Bean’s letter is duplicated 

jay after day, in every kind of business, in all 

arts of the country. Time and again, one or 

ore Remington Rand Bookkeeping Machines 

eplace a greater number of less flexible 

achines ... just another proof that the Model 

90-J, with its unique, 10-key, touch method 

eyboard, saves valuable minutes that mean 

oney. Remember—Remington Rand makes all 

pes of accounting equipment, is the one manu- ; 

: REMINGTON RAND MODEL 890-3 

oi poy yoo sulk Src s Se napeom Some prone 
ly, 

slesman. Why not phone him today? ocr-scuntmeinp etree 


tance advice simultaneously, and other 
applications—no carbons, all originals. 


Remington Rand Inc. 


BUFFALO e NEW YORK 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 
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VULCAN VALVE HEAD, LG-1 


he Vulcan Automatic Valve Operat- 
ng Head is an advanced development 
br the high and ever increasing higher 
essure and temperature conditions 
ncountered in modern steam plants. 
implicity is the keynote in design and 
pnstruction. A piston valve steam 
tuated thru a pilot valve provides 
positive operation—makes Vulcan 
tomatic Heads the greatest step 
head in Soot Blower Design in the 
st 15 years. 


=| VULCAN VALVE ASSEMBLY 


Ican Valves of completely corrosion 
istant materials and stainless steels 

designed for immediate accessi- 
ty; they are so successfully de 
ed that of thousands in use no 
ve of this type has ever failed in 
vice. Vulcan construction permits 
pptation to every increase in pres- 
e for modern boilers—no valve stems 
break—no opening or closing against 
am pressure—no regrinding of 
ves is ever required—valve packing 
eliminated. All Vulcan Heads are 
ipped with Vulcan pioneer Under 
m Supports which have eliminated 
page of elements. 





Lowest Cost?... NO! 
Highest Quality? 
emphatically YES! 


— VaLC 


SOOT BLOWERS 


—are built with but one object—to provide industry 
with the highest quality equipment of this type it is 
possible to build. Every steam plant offers new 
problems in soot removal—Vulcan Engineers have 
successfully solved thousands of such problems. 
Vulcan installations are soundly designed, individually 
designed to do. their work efficiently and economically— 
to cut fuel costs and provide real savings 
in steam production. 





From the desks of design and layout 
engineers to drafting room to factory 
craftsmen and to field service, Vulcan 
personnel takes pride in providing a per- 
sonalized installation, built to exacting 
standards for long service and economical 
operation—backed by a record of lowest 
maintenance. Ask the Vulcan Engineer 
representative why Vulcan must build 
to highest standards only. 


VULCAN VALVE DETAIL 





ulcan Soot Blower Corporation * Dubois, Pa. 
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Fioyp L. CARLISLE 
Chairman of the Board, Consoli- 
dated Edison Company of New 
York. 


SAMUEL B, PETTENGILL 
Former U. S. Representative from 
Indiana. 


CLARENCE A, DyKSTRA 
President, University of 
Wisconsin. 


Rosert A, TAFT 
U. S. Senator from Ohio. 


Leo WoLMAN 
Professor of Economics, Columbia 
University. 


EpitoriAL STATEMENT 
Industrial News Review. 


Rosert E. HEALY 
Member, Securities and Exchange 
Commission. 


OCT. 12, 1939 


Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MONTAIGNE 








“Government on the one hand, and industry on the 
other, can sabotage the most perfect statute.” 


> 


“The Public Works Administration is known, by its 
projects, in 3,069 out of the 3,071 counties in the country.” 


¥ 


“I am thoroughly committed, as a general proposition, 
to publicity in all matters of governmental activity.” 


¥ 


“There have been far more difficult times in the past 
for this [electrical utility] industry than exist today.” 


¥ 


“Whether government helps or hinders, it is still the 
responsibility of business to sell more goods to more 
people.” 


¥ 


“Political democracy must have its base in economic 
democracy today as it did one hundred years ago or it 
will disintegrate.” 


¥ 


“The SEC should confine itself to the prevention of 
fraud in the sale of securities and to the regulation of 
interstate utility rates.” 


¥ 


... one of the most striking features of the course of 


“ 


American trade unionism is the growth of organized labor 
among public employees.” 


¥ 


“Spending for spending’s sake has been a flop—and one 
of the most costly flops in world history. Let’s try 
economy—it certainly couldn’t produce any worse re- 
sults.” 


¥ 


“I think the Securities Commission is doing a pretty 
good job in protecting the American investing public. 
There is no question that the public can make safer in- 
vestments.” 


12 
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Thousands of concerns are saving time and cutting costs by 
eliminating the handicaps that prevent office employees from 
doing their work easily and quickly. These handicaps can be 
located only by a practical desk-to-desk survey that may reveal 
expensive bottle-necks, wasteful peak periods, unnecessary dupli- 
cations of records and many other needless and costly operations. 


To assist you in making such a survey, Burroughs offers you a 
booklet entitled ‘‘Ways to Save Time in an Office.’”’ It contains 
more than a score of definite and practical suggestions. You can 
get your copy by calling your local Burroughs office. Or write 
direct on your own letterhead. 

BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 
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U. S. Representative from Arizona. 


WALTER S. GIFFORD 
President, American Telephone 
and Telegraph Company. 


CHARLES A. PLUMLEY 
U. S. Representative from 
Vermont. 


JameEs P. Pore 
Director, Tennessee Valley 
Authority. 


ALBERT W. HAWKES 
Industrial leader. 


FRANK PHILLIPS 
Chairman of the Board, Phillips 
Petroleum Company. 


WittiaAmM LEMKE 
U. S. Representative from North 
Dakota. 


OCT. 12, 1939 


“ec 


. in general, the United States is getting better 
judicial service than it is paying for.” 


¥ 


“The railroads of this country constitute the backbone 
of the transportation system. All other agencies are sup- 
plementary and auxiliary to the railroads.” 


¥ 


“Those of us who act to preserve the financial solvency 
of our nation are fighting for true liberalism, because 
without solvency there can be no liberal government.” 


© 


“c 


. . there are these two opposing dangers in the 
American political system—that is, too great a centraliza- 
tion on the one hand, and too great a decentralization on 
the other.” 

we 


“Especially today it [business] must carry on with 
sympathetic understanding of the necessary restrictions 
to its complete freedom that grow out of what is called 
the ‘public interest’. . .” 


¥ 


“Federal funds are not manna from heaven. They must 
come ultimately from the citizens of the individual states, 
for the simple reason that there is nowhere else from 
which they may come.” 


¥ 


“To my mind, the most serious threat to our democratic 
form of government is this economic problem [employ- 
ment]. The Tennessee Valley Authority is making a 
heroic attack upon that problem.” 


> 


“T believe a small portion of labor and a small portion 
of capital have been wrong most of the time. But I also 
believe most of labor and most of capital have endeavored 
to codperate most of the time.” 


¥ 


“The oil industry does not need or want Federal opera- 
tion, but changes should be made in our restrictive laws 
and we should have the codperation of our government 
in bringing about the necessary regulation.” 


¥ 


“T hope the day is not distant when every farm and 
home in this land will have electric light and power and 
that when the wife and mother presses a button, electricity 
will do her washing. In fact, I hope that in the near 
future we will have machines that will do the thinking 
for some of the men we have in responsible positions— 
for the bureaucracy in Washington.” 
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Quick Receipts make friends 
and sales for a Utility Company 


When your customer comes in to pay her bill, your service faces one of its greatest 
tests. 

lf she stands in line, while the cashier fusses with unnecessary machine operations 
that are a duplication of your Accounting Department's work, there is greater 
likelihood that future bills will be paid by check. 


Getting customers IN, is wre | important if you hope to sell them more appliances. 
Encourage them to come, by tast, friendly service at your cashier windows. 


Electric 


American .‘,,.., Receiptors 


... for SPEED ... ACCURACY... PROTECTION 


With an American Receiptor on the job, you give split second service. You provide 
an unalterable, accurate, business-like receipt. 


Sold on a FREE Trial basis. Write for complete information or for demonstration 
without obligation. Sales and Service in all principal cities throughout the United States. 


FEATURES OF CONVENIENCE ... PROTECTION 


Streamlined Modern Design. 
Compact: Only 62" wide, 13" 
high. 

Provides an unalterable re- 
Smallest : ceipt, showing date and 
Electric f cashier's number. 

: Receipts and cuts one 
Receip tor to ben bills or cards 
made at a time. 

: Built in, double lock 
control. One master 
key or two individ- 
ual keys. 

Precision construction 
and _ performance. 
Sturdy durability. 
Parts of wear replace- 
able after years of service. 
Convenient and time-saving. No type 
to set; no ink; no stencils or plates. 


THE AMERICAN PERFORATOR COMPANY 


625 W. Jackson Blvd. piensa: sai Chicago, Ill. 
New York Office: 227 Fulton St. 
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When is Quality 


EQUAL? 


@ Quality and performance are 
of the highest importance to the 
Public Utility since it not only 
serves the public, but protects the 
public as well. 


One sure way of determining 
whether or not articles offered as 
“equal” meet the same specifica- 
tions is by thorough pre-testing— 
and here is where E. T. L. can be 
of real service. 


Whether you are contemplat- 
ing purchase of high voltage cable, 
or planning the sale of appliances, 
it’s wise to be certain beforehand, 
that they will measure up to serv- 
ice requirements. An E. T. L. 
check on qualifications you specify 
might prove good buying insurance. 


Know "Equal Quality"—by test. 


Electrical Testing 
Wehekol a ohuc) a l-s) ai) 


East End Ave and 79thSt., NewYork, N Y 





HAN DEE 


Gri 


The first tool of its type Dri 


and the leader today, with Poli 
a reputation for unexcelled : ns 
efficiency in over 300 dif- Sha 
ferent kinds of industry. is Ps 

The Handee is a small b Cle 
“power house” that can be San 
carried to any part of the . Cut 
plant—to repair some hard- Saws 
to-get-at part on a . 
machine without re- 
moving the part—to 
smooth off rough 
edges on dies and 
molds or to bore 
tiny holes in metals 
in the model and 
tool rooms—to clean 
delicate mechanisms 
in laboratory — for 
special jobs on the 
regular production line, etc. 

De Luxe Model equipped with special custom 
motor develops 25,000 r.p.m. Weighs 12 oz 
cooled. Grease-sealed ball bearings eliminate vi 
tions. 7-bar commutator. $18.50 postpaid with 6 
cessories. 


A profitable tool for public utility stores to stock. § 
demonstration sells it to mechanics and homecrafte 


CHICAGO MOUNTED WHEELS 


Famed everywhere for great efficiency and long | 
For use with Standard, De Luxe and Hi-Power Hand 
and other industrial equipment. Available in all si 
in many grades. Mounted on shanks to fit any 
chuck. 


NEW 64-PAGE CATALOG 


Information on all Handee Products, including larg 
assortment of accessories ever presented. 


CHICAGO WHEEL & MFG. CO. 
Makers of Quality Products for 40 Years 
1101 W. Monroe St., Dept. PU, Chicago, Ill. 





(J Send Catalog PU-I0 
(C1 Send De Luxe Handee on 10 Days Trial 
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I’M TOO BUSY 


hebaing Vr. a)halen 
Worldt Fate,1939. 


...» but if you want to see industrial 
and commercial gas at work on a grand 
scale come out to the World’s Fair and 
see me “on location”. Many think that 
the job I am doing in the “World of To- 
(almost to the exclusion of 
other fuels) is worth talking about—not 
only within gas industry circles, but to 
customers and prospects as well. 

I operate 3,249 separate pieces of 
equipment for 211 exhibitors, conces- 
sionaires and operating units in 437 
separate locations on the Fair grounds— 
and that’s 87.2 per cent of the whole 
Fair. I do practically all the restaurant 
cooking, dish sterilizing, baking, space 
heating, steam generating, general water 
heating, refreshment prepara- 
tion, heat processing, and food 
manufacturing — and amazing 
amounts of commercial refriger- 
ation, display lighting, summer 
air conditioning and special jobs. 

The Fair uses me to the tune 
of 65 to 70 million cubic feet 
per month, and before the Fair 
opened called upon me for 148 
million cubic feet to warm work- 
men and buildings and to dry 
paint, plaster and wood. 


VLE LLL LILLIE a 


I vulcanize Firestone’s tires; bake Con- 
tinental’s bread, Wagner’s pies and 
Drake’s cakes; cook the popcorn, taffy 
and pretzels; wash Coca-Cola’s bottles; 
melt, cut, spin and work glass for Glass, 
Inc., and Ancient Glass Blowers; roast 
Standard Brand’s coffee; fire the famous 
Fiesta ware (bisque, glost and decora- 
tion) for U. S. Potters; pasteurize Bor- 
den’s milk; incubate Dr. Couney’s babies; 
regulate tobacco moisture and heat glue 
for American Tobacco; run Ford’s his- 
torical Edison generator; make the mist 
for Victoria Falls; steam Old New York’s 
barber shop towels; press the Army’s 
pants; heat flasks and autoclaves in sev- 
eral laboratory displays; solder in the 
World’s Fair Shops; and even incinerate 
every used Fair ticket. 

The Publicity Committee of the A. G. 
A. Industrial Gas Section has made a full 
statistical analysis of my functions at the 
Fair, listing every exhibitor and showing 
how I serve him. They even give com- 
plete breakdowns of all the appliances I 
fuel and the connected loads I represent. 
Your staff and your non-residential 
customers should get copies. 

In any event, come out to the Fair your- 
self, and see me at work. 


burbe sine LF get 
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MAGIC "MARG/V ONLY ROYAL HAS IT! 


OPERATORS AGREE “It’s wonderful. 
MAGIC Margin makes the setting of 
margins a simple, automatic operation 
. . . It saves time—helps us turn out 
neater, more accurate typing faster.” 


“And that isn’t all,” these girls will 
add. “We like the New Easy-Writing 
Royal because it is modern through- 
out. Every feature, every control, is 
expertly designed to give the best re- 
sults with the least effort. There is no 
reaching or stretching—no straining of 
eyes, fingers, arms or nerves.” 


Give the New Royal THE DESK 
TEST ... Compare the Work! 
*Trade-mark, Reg. U. 8. Pat. Of. 
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Copyright, 1939, Royal Typewriter Company, Inc. 


(Manufacturers Service Agreement) 





tober 12 


Sinci 
try we 
notew 
dicate 
custor 


Today 
made 
hamle 
some 
repres 
the n: 
ment 
$5,000 
It 383 
three- 
sumpt 


ctober 12, 1939 Public Utilities Fortnightly 














The estimated total natural gas production 
last year, including the amount used in non- 
utility sales, was two and one-half trillion 
cubic feet—approximately six times the com- 
parable figure twenty-five years earlier. 


Columbia System companies extend their op- 
erations through Ohio, Indiana, Kentucky, 
West Virginia, Pennsylvania, Maryland and 
New York. Fed by vast reserves, a network 
of interconnecting pipe lines supplies reli- 
able gas to more than 1,100,000 consumers. 
In addition, these operating units provide 
electric service to some 350,000 customers. 


The gas and electric energy thus furnished— 

economically and abundantly—emphasizes the 

basic importance of these essential utilities. 
SINCE 1816, when the first gas plant in this coun- When applied to raw materials, by modern 
try was built at Baltimore, the industry has made production methods, this energy converts 
noteworthy progress. Its continued vitality is in- them into goods finding a ready market in the 
dicated by the attainment, in 1938, of 17,135,000 United States and in many foreign lands. 
customers—the largest number ever served. 





Today, both manufactured and natural gas are 
made available to cities, towns, villages and 
hamlets having a combined population of 
some 81,000,000. To serve these consumers, 
representing approximately three-fifths of all 
the nation’s households, requires an invest- 


ment in plant and equipment of nearly 
$5,000,000,000. 


It is worthy of note that at present nearly 
three-quarters of all our national gas con- 
sumption is derived from natural sources. 


A section of line being laid more In striking contrast is this modern 
than 25 years ago in the natural method of laying natural gas pipe 
gas fields of southern West Virginia _lines for long distance transmission 


COLUMBIA GAS & ELECTRIC 


CORPORATION 
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THERE'S A thief IN DEPT. 


Those dog-eared, crumpled forms and cards with blurred entries and 


sloppy erasures betray an insidious thief in your mechanical accounting 


department. They are evidence that inadequate paper is robbing the effi- 


ciency of your expensive bookkeeping machines and wasting the time of 


your well paid clerical staff. 


Stop the thief by using WESTON’S Machine Posting Ledger and Index 
for all machine bookkeeping forms and card records. 


WESTON’S 
MACHINE POSTING 


Ledger 


50% rag content, has a special smear-proof fin- 
ish that takes typing like a quality ledger and 
facilitates high speed filing and sorting. Stands 
straight in the tray, lies flat in the machine and 
makes records look and last better. Made in Buff, 
in Subs. 24, 28, 32 and 36 and in White, Blue and 
Pink in Sub. 32. 


WESTON’S 
MACHINE POSTING 


Index 


A tough, strong, 50% rag content index that 
not droop, tear or become dog-eared. Has 
smear-proof ledger finish that takes typi 
clearly. Made in Buff, White, Blue, Ecru, Salmo 
and Pink in 180 M, 220 M, 280 M and 340! 
— basis 2514 x 301%. 


Write Byron Weston Co., Dept. C., Dalton, Mass., for a new portfolio of specimen forms and sample 
sheets of Weston’s Machine Posting Ledger and for a sample book of Weston’s Machine Posting Index. 
Also for Weston’s Papers, an interesting publication packed with ideas and information about paper. 


WESTON’S PAPERS 
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WELCOME A.G.A 


...TO “THE FAIR THAT GAS RUNS 





dand honored Gas was the fuel selected by a total of 211 exhib- 
lost companies in welcom- itors, concessionaires, etc., representing 87.2% 
gt a5 industry to the 21st Annual Conven- _of all buildings and comprising the use of 3,249 
bn of the American Gas Association. separate pieces of gas-fired equipment. 
The New York World’s Fair, which is the This, added to the fact that one of the most 
casion that brings the A.G. A. Convention to _ striking exhibits at the Fair is that of the Gas 
ew York City this year, is of particular interest Industries Building, should be a source of the 
all gas-minded men and women. greatest encouragement to the gas business. 
Speaking to more than 20,000 Consolidated There is no question today of the impor- 
mployees at the Fair Grounds a few weeks ago, tant part that gas will play in the “World of 
alph H. Tapscott, President of this company, | Tomorrow.” 
pointed out that, “In terms of en- Consolidated Edison uses this means to urge a 
ergy, or B.t.u.’s, actually more work thorough inspection of the New York World's 
at this Fair is done by gas than _— Fair and to assure a warm welcome at its own 
by electricity.” exhibit building “The City of Light.” 


CONSOLIDATE  D EdDIts 0 } 
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um BUY LADDERS YOU 
KNOW ARE SAFE 


get 
BAUER 


COUNTERSUNK RUNG CONSTRUCTION 
PROVED 30% STRONGER 








NO MATTER WHAT TYPE OF LADDER 
YOU WANT—WE HAVE IT, OR CAN 
MAKE TO YOUR SPECIFICATIONS. 


WRITE US 


THE BAUER MFG. C a "as PLATFORM STEP 























Specify 


Fee ae 
ONION SKIN PAPER 


Por @ Specially Trained Men 
RECORDS, FORMS 
COPIES 
THIN LETTERHEADS @ Planned Procedure 

DOCUMENTS 


SEND FOR SAMPLES 


DAVEY TREE TRIMMING SERVICE 


An Economical Service 


@ Finest Working Equipment 


@ Skillful Supervision 


Always use dependable Davey Service 

ESLEECE 
Manvisctintne Conzany DAVEY TREE EXPERT CO. KENT, OHIO 
DAVEY TREE SERVICE 


Turners Falls, Mass. 
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A New, Fast, Low-Cost Way to Remov 
Steel Power Line Poles from Concret 


oo om Chicago Surface Lines has developed a 
new method of breaking the bond between stecl 
poles and the 6 feet of concrete they are anchored 
in... turning a tough job into a simple one re- 
quiring only a few minutes. 


Four hydraulic jacks and a collar, and a central 
hydraulic pump, are mounted on an International 
[-14 Tractor. The tractor is driven up to the pole, 
the collar opened and the jacks lowered to the 
ground. The collar is then locked and wedges set 
between it and the pole. Pressure of approximately 
160 tons can be built up by the hydraulic pump, 
although that much pressure is rarely needed. 
When the bond is broken, the unit is uncoupled 
and the tractor quickly driven to the next pole. 


The collar has been used for some time with 
journal jacks. Four men manned the jacks but it 
was impossible to apply equal pressure all around. 
The International Tractor has permitted the use of 
a central hydraulic pump and the heavier-type hy- 
draulic jacks, and has eliminated unloading and 
loading of the collar and jacks at each pole. It has 


October 12, 19 


made a compact, mobile combination that has m 
terially reduced costs. This is typical of the jo 
International tractors are called on to do. Ne 
uses for their versatility are turning up all th 
time. Ask the nearby International industri 
power dealer or Company-owned branch for ip 
formation on their ability to solve problems fi 
you. 


INTERNATIONAL HARVESTER COMPANY 
(Incorporated) 


189 North Michigan Avenue Chicago, Iilino 


INTERNATIONAL HARVESTER 
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GAS GOES “DOWN EAST” 
on Long Island 


@ When you visit the A.G.A. Convention in 
New York, do not fail to spend a day or two 
motoring through historic Long Island, the home 
of the World of Tomorrow. 


@ Yes, folks of the gas industry especially will 
feel at home, when, even in remote hamlets, 
they see gleaming silver Hortonspheres standing 
as sentinels assuring a constant supply of gas 
throughout the length and breadth of our terri- 
tory. ° 


@ Welcome to Long Island! Whether you stop 
in at one of its modern hotels, or in a modest 
but comfortable tourist home, gas will do its 
part in making your visit happier and more com- 
fortable. 


LONG ISLAND LIGHTING COMPANY 


AND SUBSIDIARY COMPANIES 


NASSAU & SUFFOLK LIGHTING CO. QUEENS BOROUGH GAS & ELECTRIC CO. 
KINGS COUNTY LIGHTING CO. : LONG BEACH GAS CO., INC. 
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Fpricen Gas Association concludes annual convention, New York, N. Y., es 





q U. S. Independent Telephone Association concludes session, Chicago, fe. 1939, 
{i Investment Bankers Asso. of America ends meeting, Del Monte, Calif., 1939. 





{ Institute of Traffic Engineers convenes, Atlantic City, N. J., 1939. 





I Gray Line Association starts convention, New York, N. Y., 1939. 
q Mississippi Valley Assocsation begins session, St. Louis, Mo., 1939. 





{ National Safety Council convenes, Atlantic City, N. J., 1939. 





1 Midwest Industrial Gas Sales Council will hold session, Chicago, Ill., Oct. 26, 1939. 








{ American Society of Safety Engineers begins meeting, Atlantic City, N. J? 1939. 
q Pennsylvania Water Works Association convenes, Atlantic City, N. i i 1939 








{ Empire State Gas & Electric Asso. opens session, Westchester N. Y., 1939. 
{ South Dakota Telephone Asso. starts meeting, Mitchell, Ss. 1939 





American Water Works Association, New Jersey Section, starts fall meeting, Atlantic 
City, N. J., 1939. 





{ Society o Automotive Engineers, i. ‘sae hold transportation and maintenance meet- 
ing, St. Louis, Mo., Oct. 26, 27, 





I Tennessee Independent Telephone Association will hold convention, Nashville, Tenn., 
Oct. 26, 27, 1939. 











{ National Electrical Manufacturers Asso. will start meeting, Chicago, Ill., 1939. 
{ Kentucky Independent Telephone Association opens convention, Lexington, Ky., 1939. 





{ Kansas Association of Municipal Utilities ends meeting, Pratt, Kan., 1939. 











{ American ron Works Association, California Section, starts convention, San Fran- 
cisco, Calif., 1939. 
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tillman Studios Courtesy, Gas Exhibits, Inc., New York World’s Fair 


The Court of Flame 


Night view of entrance illumination of the gas industries’ 
exhibit at the New York World’s Fair. 
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The Vital Role of Gas in the 


World of Tomorrow 


Well depicted in the industry’s exhibit, of 
which the Court of Flame is the center or 
heart, at the New York World’s Fair grounds 


By HUGH H. CUTHRELL 
PRESIDENT, GAS EXHIBITS, INCORPORATED 


OR business and industry the 

New York World’s Fair is a vast 

merchandising enterprise. It is 
the market place where the seller en- 
deavors to demonstrate to the buyer the 
superiority of his service or product to- 
day and its potentialities in the World 
of Tomorrow. It is, in every sense, the 
greatest and most beautiful mar- 
ket place ever known. Against the 
dramatic and glittering background of 
this super-market place, it is necessary 
for the seller to present ideas in 
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dynamic fashion in order to promote 
his product or service effectively. 

For public utilities and the allied 
units of the utility industry the World’s 
Fair presents a tremendous opportunity 
and a definite challenge. It offers us the 
scene for showing our customers and 
the public at large how we are prepared 
to serve them efficiently and economi- 
cally.. It challenges us to demonstrate 
our necessity in the World of Tomor- 
row and our ability to provide superior 
service to more exacting customers. 
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The gas industry, it is my firm be- 
lief, has courageously accepted this 
challenge and has definitely proved the 
need the World of Tomorrow will have 
for clean, automatic gas service. The 
ideas implied in this statement have 
been vouched for by the technical ex- 
perts responsible for the inspiring 
spectacle of Flushing meadow, by the 
engineers and leaders of the exhibiting 
firms and industries, and by the general 
public who, it must be admitted, had 
no idea of the extent of the modern 
application of gas in America’s life. 

The members of our industry, who 
visited the World’s Fair during the an- 
nual convention of the American Gas 
Association, had the opportunity of 
witnessing the many diverse applica- 
tions of gas throughout the exposition’s 
grounds. The extent and volume of 
gas usage convinced them—if they 
needed to be convinced—of the essen- 
tial need for gas service in the World 
of Tomorrow. This furnished them 
with enthusiasm and pride, better 
equipping them for the task of provid- 
ing a superior service to the exacting 
customers of today and tomorrow. 

With the World’s Fair stressing the 
theme, “Building the World of To- 
morrow,” is there any wonder at the 
enthusiasm of America’s gas industry 
for the future when the accomplish- 
ments of our industry at the fair are 
considered? The gas industry could 
hardly obtain a greater impetus than 
that provided as a result of its success- 
ful participation in the international 
exposition: now winding up its first 
year in the outskirts of New York city. 


HE gas industry has an attractive 
exhibit in a strategic sector of the 
fairgrounds. The gas industry has its 
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fuel serving practically every building 
in a variety of adaptations. The ga 
industry has a valuable asset in the 
volume of favorable publicity it has 
received in all types of media through. 
out the country. The gas industry has 
the following distinct achievements as 
a result of the World’s Fair: 


1. Gas is used exclusively as the 
fuel for space heating, water heating, 
and cooking in every building built or 
operated by the World’s Fair cor- 
poration. 

2. Gas will be used for space heat- 
ing, water heating, and cooking in 
each of the permanent buildings which 
will remain after completion of the 
fair. This use of gas will serve asa 
continuing promotion for the indus- 
try. 

3. Gas is used for space heating, 
water heating, and cooking by 90 per 
cent of the private exhibitors. 

4. Gas is used for lighting streets 
in the entire Court of States area. In 
addition, spectacular gas flares are 
used for lighting in different sections 
of the fairgrounds. 

5. Gas is used for decorative il- 
lumination for several buildings at 
the exposition. 

6. Gas is used for spectacular and 
dramatic exhibition purposes in the 
fair’s feature spectacle, the Lagoon of 
Nations. 

7. Gas is used for practically every 
industrial process requiring fuel in 
the exhibits of private corporations. 

8. Gas is used in large volume for 
cooking, water heating, sterilization, 
and refrigeration throughout the 
restaurants’ and concessionaires’ 
stands. 

9. Gas is used for more than 3,000 
modern appliances installed through- 
out the exhibits. 

10. Gas is shown to be an essential 
service in tomorrow’s homes by means 
of the Good Housekeeping home and 
the homes in The Town of Tomorrow. 
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Gas Industry at the Fair 


6 Ki Ene gas industry has an attractive exhibit in a strategic sector 
of the fairgrounds. The gas industry has its fuel serving 
practically every building in a variety of adaptations. The gas in- 
dustry has a valuable asset in the volume of favorable publicity it 
has received in all types of media throughout the country.” 





11. Gas will be used for protective 
heating in buildings throughout the 
grounds from the close of the first 
year’s showing, at the end of this 
month, to the opening of the exposi- 
tion’s second year next May. 


’ i ‘HESE points add up to an impres- 


sive total. They show the 
= dominant position of gas fuel at the 
World’s Fair. They indicate the 
variety of uses to which gas fuel is 
being put. They have an advertising 
and good-will value to our industry 
that is practically impossible to esti- 
mate but which would require the ex- 
penditure of large sums of money for 
duplication through an advertising 
campaign. They mean that gas is 
making a more favorable public im- 
pression upon a larger audience than it 
has ever done in the past. That im- 
pression and the impetus given the in- 
dustry will result in increased use of 
gas service in every section of the na- 
tion. 

The volume of gas used at the fair- 
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grounds indicates the favorable im- 
pression of the leaders of American 
industry and their consultants. Prior 
to the opening of the exposition more 
than 170,000,000 cubic feet of gas 
were used. This was mainly for space 
heating. Today there is a connected 
gas load of 1,085,442 cubic feet per 
hour. This includes 550,000 cubic 
feet per hour for the Lagoon of Na- 
tions display, 163,035 cubic feet for 
water heating and sterilization, 147,- 
145 cubic feet for cooking, 134,175 
cubic feet for heating and air condi- 
tioning, 49,470 cubic feet for display 
lighting, 24,779 cubic feet for indus- 
trial and commercial processing, 8,330 
for food and confection making, 7,560 
cubic feet for baking (not in restau- 
rants), and 948 cubic feet for re- 
frigeration. 


HE variety of application of our 
fuel at the fair is evidenced by gas 
heating practically every building and 
its water supply, sterilizing all eating 


OCT. 12, 1939 





PUBLIC UTILITIES FORTNIGHTLY 


and drinking utensils, cooking in 
almost every restaurant and conces- 
sionaire stand, smoking frankfurters, 
vulcanizing tires, baking bread, cake, 
and pies, making popcorn, taffy, and 
pretzels, washing bottles, melting, 
cutting, spinning, and blowing glass, 
roasting coffee, firing Fiesta ware, 
pasteurizing milk, heating incubators, 
regulating humidity, running steam 
cars, making mist, drying hair, steam- 
ing towels, pressing pants, heating 
flasks and beakers, and incinerating 
tickets. 

Accompanying these accomplish- 
ments in the utilization field is the 
striking exhibit building sponsored by 
the gas industry under the auspices of 
Gas Exhibits, Inc. This exhibit pre- 
sents the uses of gas fuel in effective 
fashion and indicates the industry’s 


aim to serve America in the superior 
manner which the World of Tomor- 
row will require. In every respect the 
gas industry is ready to meet that de- 
mand. 


The gas industry’s exhibit is located 
in a 2-acre plot which is beautifully 
landscaped and attractively illumi- 
nated. It consists of five units for the 
public and one (the Court of Flame 
club situated above one wing of the 
main building) for representatives of 
the gas industry. The public units are 
Homewood, the All-Gas Good House- 
keeping home, the Court of Flame, the 
theatre, the exhibit hall, and the Court 
of Flame restaurant. In an individual 
manner each unit serves to entertain or 
educate the public, the sum being an 
indication of the gas industry’s willing- 
ness to provide public service and its 
ability to meet a public need in 
superior fashion today and tomorrow. 

In addition to the gas industry ex- 
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hibit, the Consolidated Edison exhibit 
also presents the story of gas service to 
World’s Fair visitors. 


HE Court of Flame is the center 

or heart of the gas industry ex. 
hibit, the other units being grouped 
around it. The Court of Flame, the 
symbolization of gas utilization in the 
World of Tomorrow, is a 60-foot cir- 
cular area, enclosed by four 100-foot 
Towers of Flame and possessing in its 
center a 1,000-cubic foot cube which is 
balanced on one point and has a huge 
flame projecting vertically from its 
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apex. At the base of each Tower of i 


Flame is an effective diorama depicting 
one of the four major domestic uses 
of gas—cooking, refrigeration, water 
heating, and house heating. Upon the 
platform, supporting the huge center 


cube, are three designs which shows 


what 1,000 cubic feet of gas represent 
in terms of providing cooking, re- 


frigeration, and water heating servicelt ti 
to a family in the World’s Fair area 


These designs are inverted on the plat- 


form in order to project properly fromft i 
the sides of the glass cube which eachi* 


faces. 

The huge flame from the cube and 
the vari-colored and writhing flames of 
the towers rise up into the evening 
sky to serve as a beacon for guiding 
visitors to the gas industry exhibit. 
The combination of flames in the 
evening breeze casts fantastic and mod- 
ernistic effects upon visitors viewing 
the Court of Flame at night. 

Two sides of the Court of Flame are 
exposed. From one a visitor can pro- 
ceed to Homewood or John Jay street 
and from the other to the Court 0 
Flame restaurant or Fireside Row. 
Also the gas exhibit is so arranged that 
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hall. This latter is entered from one 
ide of the Court of Flame, directly 
pposite the entrance to the theatre. 


HE main exhibit hall is shaped 
like an L with an island in its 
base. In this hall are the displays of 
‘+. Mhe 21 participating manufacturers. 
ere the equipment producers show 
he public their products and services 
hrough effective displays in which 
olor, light, sound, and motion are 
tilized. Here also cooking demonstra- 
ions are given in instructive and witty 
fashion by George Rector, the exhibit’s 
ost. 

In the theatre is offered the first ex- 
position presentation of puppet operas. 

he singing and music are supplied by 
special high fidelity opera recordings 
o which the puppets are synchronized. 
Each opera has authentic stage prop- 
erties which are supplemented by 

iniature furniture, fireplaces, rocks, 
rees, and other incidental stage prop- 
erties as required. These settings were 
especially designed for the gas indus- 
ty’s performances. 

The Court of Flame restaurant pro- 
vides an indication of the restaurant of 
tomorrow. In this colorful restaurant 
gas is applied to every possible use ex- 

ept normal motorized equipment, such 

as orange juicers, etc. It is one of the 
.erestaurants at the fair where com- 
mercial gas refrigeration is making its 
debut. 

Homewood, located in the tree- 
shaded patio of the gas industry’s ex- 


hibit area, is winning the attention and 
admiration of visitors who have been 
favorably influenced by gas service in 
the home. Homewood demonstrates 
what gas service can mean in the home 
when it is used for house heating, 
water heating, cooking, air condition- 
ing, and laundering. 


HE entire exhibit area is beauti- 

fully landscaped with native 
American birch and spruce trees, as 
well as flowers, which make an attrac- 
tive setting. Illumination comes from 
gas flambeaux which stand 12 feet 
above the ground and resemble the 
ceremonial urns of ancient Greece, 
and diadem-type, gas-operated flood- 
lights. 

Because of the splendid exhibit of 
our industry and the accomplishments 
of our fuel throughout the fair- 
grounds, it is natural for members of 
the gas industry to be proud of our 
success. This has resulted not only 
from the high quality of our service 
but also from the manner in which we 
have acted nationally as a united indus- 
try. 

By following up in this same man- 
ner—working as a united national 
industry—the gas industry will be 
able to maintain a conspicuous place in 
America’s economic life of the future. 
Today at the World’s Fair we are 
demonstrating how our fuel and ap- 
pliances adequately serve the public 
and we are indicating further how the 
gas industry will be ready to meet the 
exacting requirements of America’s 
World of Tomorrow. 
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State Legislation in 1939 
Affecting Utilities 


Since the beginning of the year 1939, 44 legislatures convened in regular 
session. Practically all have now adjourned. In the interim, 27 out of 44 
state legislatures considered measures affecting utilities to the extent of 
a vote by at least one chamber. Relatively speaking, it was probably the 
slimmest legislative year, from the viewpoint of utility interest, within 
the last decade. Seventeen of the state legislatures apparently failed to 
take action on a single utility bill. Out of the 71 bills voted upon in the 
other state legislatures, 42 were enacted. Most of these were of minor 
or only local significance. 


By GEORGE E. DOYING 


HE crop of public utility laws 

harvested during the 1939 sea- 

son of state legislative sessions 
was well below the 10-year average. 
Perhaps the dearth of regulatory legis- 
lation was partly due to the “Let Uncle 
Sam do it” philosophy generated by 
the New Deal. 

The general trend of legislative ac- 
tion at the regular sessions held in all 
but four states this year was rather fa- 
vorable to the utilities. This was evi- 
denced more by the defeat of proposed 
statutory shackles than by the enact- 
ment of laws designed to aid or pro- 
tect the utilities—with one particularly 
notable exception, discussed herein- 
after. 

The political upheavals which took 
place in certain states in the 1938 elec- 
tions were more or less directly re- 
sponsible for some of the legislation 
OCT. 12, 1939 


which might be labeled as pro-utility. 
Thus, in Wisconsin, where the La- 
Follette régime was ousted in favor of 
a Republican administration, a serious 
threat to the peace and well-being of 
privately owned utilities was removed. 
This was accomplished by abolishing 
the Wisconsin Development Authority 
(WDA), which had been established 
by the LaFollette administration with 
a view to extending public ownership 
of electric power. The Wisconsin leg- 
islature also rejected a proposed con- 
stitutional amendment to authorize 
state power enterprises. 


S IMILARLY, in Pennsylvania the Alle- 
gheny County Authority was 
quietly killed. It had been created by 
the Earle administration for the putr- 
pose of acquiring and operating all 
kinds of public utilities in the Pitts- 
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burgh area. This infant, born of an 
excess Of zeal which marked the first 
Democratic rule in the Keystone state 
in many decades, had not shed its swad- 
dling clothes. It had been repudiated 
by the voters at a referendum — and 
his year’s legislative action was mere- 
ly a house-cleaning gesture. 

On the other hand, the Oklahoma 
and Texas legislatures were favorably 
disposed toward the respective state 
agencies previously created to carry on 
projects for flood control and power 
development—with funds from the 

. S. Treasury in the form of PWA 

Both the Grand 


and the Lower Colorado River Au- 
hority (Texas) were given increased 
bonding powers. The Oklahoma 
agency also was authorized to extend 
ts operations so as to participate in a 
larger development recommended by 
the U. S. Army Engineers. 

The California legislature, however, 
refused to authorize the State Water 

uthority to issue $170,000,000 of 
revenue bonds to finance wholesale and 
retail power operations by municipali- 
ies and districts in connection with the 

entral valley project, now under con- 
struction by the U. S. Bureau of Rec- 
lamation. California also declined to 
permit municipalities and other politi- 
al subdivisions to authorize the issu- 
ance of revenue bonds by majority vote 
instead of the two-thirds now re- 


HE most spectacular shift of leg- 
islative position came in midsum- 

er, when the Alabama solons almost 
nanimously passed a bill to restrict 
he duplication of electric distribution 
facilities by municipalities desiring to 
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adopt public ownership. In 1935 the 
Alabama legislature, which holds regu- 
lar sessions only at 4-year intervals, 
swallowed hook, line, and sinker when 
the Public Works Administration in 
Washington suggested the enactment 
of the so-called “Ickes bills.”? These 
measures were sent out to practically 
all of the state legislatures—and for 
the most part were consigned to waste- 
baskets. 

In Alabama, however, a round 
dozen of such bills were quickly en- 
acted into law. They provided for the 
creation of power districts, electric 
membership corporations, a state rural 
electrification authority, etc., for the 
obvious purpose of smoothing the way 
for communities to embrace public 
ownership and operation of electric 
distribution facilities. 

The PWA made loans and grants 
aggregating $2,711,868 to 13 Alabama 
municipalities, of which 11 proposed 
to duplicate the electric distribution fa- 
cilities of privately owned utilities.* 
The Rural Electrification Administra- 
tion, up to June 30, 1939, had made 
loans aggregating $4,985,000 to 14 
rural groups.* The latter, however, 
did not involve duplication, since the 
Rural Electrification Act prohibits 
loans in areas already receiving cen- 
tral station service. 


one economic folly of permitting 
—not to say encouraging—the 
duplication of distribution facilities 
obviously had dawned upon the Ala- 
bama lawmakers when they met this 


1 Pusiic Utiities FortNicHTty, Vol. XVI, 


No. 9, October 24, 1935. s 

& Federal Financing and Location of Public 
Power Projects: 1933-1939, compiled by 
P.U.R. Executive Information Service and 
published (August, 1939) by Public Utilities 
Reports, Inc. 
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year. Notwithstanding a vigorous pro- 
test from Washington, coupled with 
threats to withdraw PWA allotments, 
a bill was passed requiring any mu- 
nicipality planning to enter the field of 
utility operation to make a reasonable 
offer to purchase the existing facili- 
ties of the privately owned utility serv- 
ing the community. Provision was 
made for commission and court re- 
view, if necessary, to establish a fair 
price. 

This action in Alabama is believed 
to be the first * direct statutory restric- 
tion upon the destructive policy in- 
augurated under the PWA when the 
Federal government began the large- 
scale financing of local projects. Re- 
peated appeals to the courts by private- 
ly owned utilities which faced destruc- 
tion through competition by public 
agencies proved unavailing. Public re- 
action against such tactics, however, 
was echoed in Congress more than a 
year ago, and President Roosevelt 
found it expedient informally to 
pledge, via Senator Barkley, an end to 
the practice. 

The Ohio legislature this year took 


8 Massachusetts, however, has an old statute 
(enacted 1921, amended 1929) providing the 
method by which a municipality which has 
voted for public ownership may purchase ex- 
isting privately owned facilities. 


a step toward the same objective jj 
passing a bill authorizing political sut 
divisions to participate in Federal ai 
The measure included a provision tha 
‘‘no bonds shall be issued hereunde 
(that is, for a Federal loan) for th 
acquisition, construction, extension 
enlargement, lease, operation, or main 
tenance of any proprietary function of 
a municipal corporation or other sub 
division which shall compete with ex 
isting private enterprise.” 


HE “ripper” method of shifting 

control of state regulatory com 
missions was again used by newh 
elected governors who could not other 
wise name majorities. This procedur 
in Michigan brought on a brief leg: 
battle in which the incumbent commis 
sioners sought to prevent their ouster 
They failed. 

A politically divided legislature it 
Pennsylvania forestalled a repeti 
tion of the “ripper” tactics invoket 
by Governor Earle two years earlier t 
get rid of Pinchot-appointed commi 
sioners. The new Governor James thi 
year was all set to perform a simil 
operation when he found that a closel} 
divided senate refused to confirm ap 
pointments to other important posi 
tions. A compromise finally wa 


few years ago, seems to be almost extinct. Probably the most 


q THE epidemic of antimerchandising bills, so prevalent a 


significant development of all is the evidence of a strong 
trend setting in for the taxation of publicly owned utility 
systems. This movement was translated into actual legisla- 
tion this year only in Georgia, Nebraska, and Oregon, with 
a contrary indication in Indiana. However, there is obvious 
pressure along this line in Tennessee, Alabama, and else- 
where which cannot be suppressed much longer. 
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reached and the “ripper” bill was 
dropped. 

Wisconsin’s Governor Heil adopted 
aslightly different technique when he 
undertook to abolish the 3-member 
commission and replace it with a 
single commissioner. After a battle he 
succeeded in having both houses of the 
legislature approve, but a motion to re- 
consider left the bill in danger of being 
trapped by adjournment as these lines 
were written. 

A reorganization measure in Rhode 
Island enabled Governor Vanderbilt to 
place his own appointee on that state’s 
one-man commission. 

The Texas lawmakers remained true 
to a precedent established over a long 
period by refusing to create a full- 
powered regulatory commission. The 
Florida legislature also turned down a 
proposal of this kind. 

What may have been the last gasp of 
a once formidable movement was 
heard in Connecticut when a bill was 
introduced to prohibit the merchandis- 
ing of appliances by public utilities. 
The measure was defeated. 


[* the welter of tax legislation, 
generally resulting in increased bur- 
dens upon private utilities, two state 
legislatures stepped off the beaten 
path. In Minnesota a bill was passed to 
tax the properties of rural electric co- 
Operatives, with a companion measure 
lowering the levies upon rural exten- 
sions by privately owned utilities. 
These two forms of rural electrifica- 
tion were thus placed on a comparable 
basis, so far as taxes are concerned—a 
situation which prevails in few, if any 

‘other, states. Wisconsin has a new law 
imposing a flat rate of 3 per cent on 
the gross income of rural electric 
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cooperatives in lieu of all other taxes. 

The Georgia legislature undertook 
to halt the evaporation of local tax 
revenues resulting from TVA _ op- 
erations by requiring that Federal 
agency to pay the same state, county, 
and school district taxes as privately 
owned utilities from which it pur- 
chases electric facilities. The bill was 
backed by the Alabama League of Mu- 
nicipalities. Similar action was un- 
successfully attempted in Tennessee, 
where the problem is more acute. 

A lively battle was staged in Ne- 
braska over efforts to tax the public 
power districts. Sponsors of the plan 
to assess such agencies failed to achieve 
their major objective, but they were 
able to secure a law providing that 
when privately owned utility prop- 
erty is acquired by a public power dis- 
trict, the district must contribute, in 
lieu of taxes, the same amount pre- 
viously derived from the facilities ac- 
quired. 

Governor Ratner of Kansas vetoed 
a bill placing on the tax rolls all public 
property not used exclusively for gov- 
ernmental purposes. He explained 
that he thought such a law would pre- 
vent the free operation of municipal 
utilities. 

A new law was enacted in Oregon 
concerning the financing of public 
power districts. While easing some of 
the restrictions upon such groups, the 
new statute failed to meet the desires 
of public ownership advocates for 
virtually unlimited powers to issue 
bonds and fix rates. The law as enact- 
ed requires approval by the voters of 
any issuance of revenue bonds, and 
lintits the taxing power of the districts. 
The districts are made liable for state 
taxes equivalent to those assessed 
OCT. 12, 1939 
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Tendency towards Conservatism 


oe considered, the general tone of the legislation was towards 
conservatism. This was especially noticeable in the repeal bills of 
Michigan, Pennsylvania, and Wisconsin, which were the most active 
states for utility bills and in which conservative administrations have 
been established this year to succeed more radical control. There ts still 
in evidence the trend toward encouragement of rural electrification co- 
ops, inspired by the Federal REA, and reflected in several new rural 
co-op laws; but even here there is some tendency to tax or restrict. 





against privately owned utilities, and 
rates to consumers must be adequate 
to meet operating costs, taxes, debt 
service, and other obligations. Districts 
may be formed by majority vote of the 
electors residing therein, but dissent- 
ing municipalities or other subdivi- 
sions within a proposed district may 
not be incorporated against their will. 

A bill in Washington to facilitate the 
financing of public power districts 
was defeated. 


HE boss of the Rural Electrifica- 

tion Administration in Washing- 
ton, John M. Carmody, now adminis- 
trator of the Federal Works Agency, 
kept a watchful eye on proposed state 
legislation relating to rural electric 
cooperatives. On several occasions he 
took an active hand by advising gov- 
ernors whether certain proposals 
should or should not be enacted. Some- 
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times he had his way; sometimes his 
advice was disregarded. On the whole, 
however, the co-ops were treated 
kindly by those states which adopted 
new laws, notably Florida, Missouri, 
New Mexico, and South Carolina. 

A brief flurry was caused in Mary- 
land when it was proposed to author- 
ize a court jury to fix utility rates if 
the state commission failed to act 
promptly on a complaint. A commit- 
tee of the legislature took the sugges- 
tions seriously enough to hold a public 
hearing, but the bill was pigeonholed. 

Comparatively few freak utility bills 
were noted during this year’s legisla- 
tive sessions. There always will be 
some harebrained proposals, of course, 
but the business of enacting laws to 
govern public utilities seems to have 
acquired a degree of saneness that 
doubtless is at least mildly comforting 
to utility executives. 
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Digest of 1939 Action on Bills Affecting Public Utilities 
In State Legislatures 
(Under “Bills Considered” are listed only those proposals which were voted upon by at least 
one legislative house. Bills merely introduced are thus eliminated. All legislatures adjourned 
except Wisconsin.) 
STATE BILLS CONSIDERED DISPOSITION 
ALA. To require municipalities to offer to buy private utilities before 
building. Enacted. 
ARK. (a) To create utility boards in second-class cities; (a) Enacted; 
Cb) To create oil and gas conservation commission ; (b) Enacted; 
(c) To authorize construction of municipal gas system; (c) Defeated; 
(d) To tax natural gas for old-age pensions. (d) Defeated. 
Is CAL. (a) To authorize issuance of revenue bonds by majority in- 
stead of two-thirds vote; (a) Defeated; 
»f (b) To authorize State Water Authority to issue $170,000,000 
e revenue bonds, Central valley project. (b) Defeated. 
le CONN. To prohibit utility merchandising of appliances. Defeated. 
ll FLA, (a) To establish public service commission; (a) Defeated; 
(b) To liberalize rural co-op organizations ; (b) Enacted; 
= (c) To set up local regulatory boards for Tampa. (c) Enacted. 
al GA, Double bill to tax TVA as a utility. Enacted. 
ILL, To investigate the commerce commission. Defeated. 
IND. (a) To exempt municipal utilities from property taxation; (a) Enacted; 
MES (b) To require municipal utility budget; (b) Defeated; 
3} To clarify utility refunding; (c) Enacted; 
15 his d) Requiring municipal plant employee pensions. (d) Enacted, 
vhole, BKANS. (a) Authorizing condemnation of depleted gas wells; (a) Enacted; 
eated (b) Taxing city property not used for government purposes. (b) Vetoed. 
opted MASS. (a) To prohibit cut-off and reconnection charges ; (a) Defeated; 
ei (b) To authorize municipal light plant for Somerville. (b) Defeated. 
our! 
’ @MICH. (a) To abolish public utility commission and substitute public 
.. service commission; (a) Enacted; 
Mary- (b) To place city-owned bus routes outside Detroit under com- 
th mission jurisdiction ; (b) Enacted; 
we (c) Labor legislation limiting strikes ; (c) Enacted; 
tes if (d) Applies 3 per cent sales tax to municipal plants. (d) Enacted. 
> act BMINN. (a) Authorizing mediation commissioner for public service 
nmit- strikes or lock-outs ; ; (a) Enacted; 
(b) Taxing a rural power codperative ; _ : b) Enacted; 
Sges- i (c) To regulate rural power-telephone interference claims; (c) Defeated; 
yublic (d) To reduce taxes on private utility rural power lines. (d) Enacted. 
ioled. HMO. To authorize organization of rural electric co-ops. Enacted. 
7 bills BEB, (@) To tax public power districts; (a) Defeated; 
visla- b) Proposed amendment to tax public districts ; (b) Defeated; 
(c) To tax public districts on utility acquisitions; (c) Enacted; 
I be (d) To impose acquisition restrictions on public districts. (d) Enacted. 
oe N. M. Liberalizes rural power co-op law. Enacted, 
0 EP 
ye IN. To extend unemployment relief taxes to utilities. Enacted. 
that OHIO Authorizing Federal aid to local public bodies with restriction 
rti on business competition. Enacted. 
In 4 
8 OKLA, (a) Enlarging working powers of rural electric co-ops; (a) Enacted; 
(b) Increasing powers of Grand River Dam Authority. (b) Enacted. 
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(a) Authorizing the organization of rural utility districts with 
restrictions upon financing ; Enacted; 
(b) Requiring utilities to make rate records available to regula- 
tory authorities and vice versa. Defeated, 


Enacted; 
Defeated; 
Defeated; 
Vetoed; 
Enacted; 


(a) To repeal Allegheny County Authority; 
(b) To remove local tax exemptions on utility real estate; 
To remove utility commissioners for political activity ; 
To restrict U. S. government in flood control projects; 
Canceling commission jurisdiction of city plant leases; 
Determination of compensation for utility condemnation or 
property damage; 
To allow commission regulation of municipal plant rates 
outside city limits; 
Resolution against St. Lawrence seaway. 


o Q 


eh 
— 


Enacted; 


Enacted; 
Approved 
by house. 


nn OT RRR 
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Reorganizing administrative set-up of one-man commission ; Enacted; 
Increasing taxation of telephone and electric utilities ; Enacted; 
To authorize municipal plant for Newport. Defeated. 


To authorize rural electrification codperatives ; Enacted; 
To delay private utility construction in cé-op areas; Enacted ; 
To facilitate Santee Cooper land acquisition, Enacted. 


To tax TVA power distribution 3 per cent; Tabled; 
Allowing rural co-ops to fix rates for nonmembers. Enacted, 


Tax legislation, including utility levies; Defeated; 
To set up a full-powered utility commission; Defeated; 
To give railroad commission authority over telephones ; Defeated; 
Increasing bond issue of Lower Colo, River Authority. Enacted, 


To assess utilities for cost of regulation and shift tax base 
from net to gross income; Enacted; 
To tax natural gas 4 per cent per thousand cubic feet. Defeated. 


To expand regulatory powers of state commission and ap- 

propriate $300,000 for statewide telephone rate probe; Enacted; 
To charge inductive interference cost to rural power co-ops; (b) Defeated; 
To facilitate financing of public districts. Defeated. 


To repeal WDA—public ownership promotion agency ; Enacted; 

To tax rural co-ops 3 per cent on gross revenues; Enacted; 

To abolish state utility corporation ; (c) Enacted; 

Proposed amendment authorizing state power enterprise; Defeated; 

(e) To reorganize commission on one-man basis. (e) Pending. 
Norte: There is no record of major legislative proposals of utility interest being considered 
in Arizona, Colorado, Delaware, Idaho, Iowa, Maine, Maryland, Montana, Nevada, New 
Hampshire, New Jersey, North Carolina, North Dakota, South Dakota, Vermont, West Virginia, 

and Wyoming. 





Our “Invisible” Governments 


“I submit there should be a cancellation of the existing authority 
of 30 Federal borrowing corporations which now have power to add 
$8,000,000,000 more to the public debt, and that such corporations, about 
which so little is known, should function through the budget, allowing 
Congress to approve or reject future expenditures. This action would 
preclude at least a portion of the new enormous public debt now im- 
pending. These corporations are our ‘invisible’ governments.” 
—Harry F oop Byrp, 
U. S. Senator from Virginia. 





OCT. 12, 1939 





The Gas Industry Keeps 
Healthy and Vigorous 


He has already serviced several generations and al- 
though as long as twenty-five years ago he was sup- 
posed to have been brought to the brink of disaster 
by competition, nevertheless, like Old Man River, 
he continued to keep and still keeps right on rolling. 


By A.M 


T has often been said that many 
crimes have been committed in the 
name of religion. 

There are indications today that 
many crimes are being committed in 
the name of public interest. 

Foreign dictators have ravished 
neighboring countries. The large labor- 
employing and tax-producing railroads 
we now realize have been ravished by 
trucking and water transportation, 
both of which have their rights of way 
subsidized for them. 

There are indications that our much 
publicized hydro-power developments 
not only have had, but will continue to 
have, an increasingly ravaging effect 
on the large labor-employing and tax- 
producing railroads, coal mining, and 
utility industries. 

The efforts to stabilize the railroads 
and mining regions by Guffey acts and 
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similar methods, when analyzed, do not 
seem to solve the problem. 

Perhaps the solution is that our con- 
ception of sound development is wrong, 
and that we should consider whether 
some of the creatures that we are build- 
ing may not be Frankensteins. 

These are times when it seems as 
though everything is on trial for its 
existence. Basic industries are no 
longer basic and precedent has no 
value. 

One of the most important items in 
our present system of society is the 
furnishing of our needs for energy, in 
order to satisfy our wants without 
drudgery. Gas and electricity are 
merely convenient forms of trans- 
mitting energy. We hear much of the 
great benefits of electricity and the part 
it will play in developing a “more 
abundant life.” 
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Our complicated system of society 
which civilization has developed tends 
to make us more and more dependent 
on the efforts of one another, and yet 
there seems to be a growing tendency 
for each of the many phases of our so- 
cial development to desire to dominate 
and destroy the other phases. 

Indeed nothing seems fixed. Types 
of business, forms of government, and, 
it seems, all our social phases are on 
trial and changing; first tending in one 
direction and then in another. A gen- 
eration ago, the world was made safe 
for democracy and now we can well 
wonder how safe it is. 

These conditions are partly the re- 
sult of the “ever-changing process,” 
accentuated by the phenomenal devel- 
opment of research; partly the result of 
our “modern” tendency to adjust and 
change the basic laws of our society 
through legislation, court interpreta- 
tion, etc.; as well as partly due to sub- 
sidization of popular fancies, some of 
which may be fallacies. 


s a result of all this confusion, all 
forms of endeavor, be they gov- 
ernment, industry, or what not, have re- 
cently been subject to careful study and 
analysis, to determine its proper place, 
and the manufactured gas industry has 
been no exception. We have heard it 
was destined to an untimely end. We 
have heard it had a bright future. In 
spite of all the “hurly-burly” just de- 
scribed, it is one of the few industries 
that have survived several generations, 
when as long as twenty-five years ago 
it was an industry that seemed on the 
brink of disaster (when it was supply- 
ing the lighting requirements of the 
country and electricity came rapidly to 
supplant it in this field), and now is 
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some three times as large as it was 
then. 

Since, however, so many new fac- 
tors have developed in the last decade, 
perhaps it is essential that we sit down 
for a few minutes and take stock of our 
situation. Eventually thereby we hope 
all this confusion of purpose will lead 
to the establishment of accepted funda- 
mentals and the establishment of sound 
economics. 

Any industry to have a place in our 
present civilization must have a defi- 
nite purpose, and that of the gas indus- 
try, as well as the electric industry, is 
to supply part of the energy necessary 
to operate our modern system. 

Gas and electricity, as stated earlier, 
are merely convenient forms of trans- 
mitting energy. Coal and oil are forms 
of transmitting energy, as well as 
sources of energy. The manufactured 
gas industry is a century-old industry 
with a huge investment, we are told, of 
some $30,000 per employee and a total 
investment of some $2,500,000,000. 
Because it is old and large, in these 
modern times, may be the reason for J 
some to feel it has outlived its useful- } 
ness, quite as some of our stately and 
spacious mansions on the highest class 
residential streets of our many cities. 


I KNOw of no better way to analyze 
this problem than to assume for a 
moment that we could turn the hands 
of time back and start to build America 
all over again, with, however, all of 
our technical knowledge of today avail- 


able. Let’s assume America was still 
inhabited only by the Indians, and that 
overnight we could build it up in any 
fashion that we chose as being most in 
keeping with our present-day technical 
knowledge. 
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Would this stately old manufactured 
gas mansion be built in the modern 
streamlined America? Or should we 
have just one form of energy distribu- 
tion (electricity ) and do away with our 
present methods of distributing energy 
in two forms (gas and electricity) ? 
Some of our modern social planners 
appear to have fallen for this latter il- 
lusion. 

To answer this, we must study 
the fundamentals that are involved. 

We know that all our energy comes 
from the sun. Some is made available 
direct from the sun, through evapora- 
tion of the water on the surface of the 
ocean, lakes, etc., which condenses over 
the land, making rivers and falls which 
may be harnessed. This, however, if 
every conceivable waterfall in the 
country is harnessed, we find, can sup- 
ply only about 27 per cent of our pres- 
ent requirements, and at the present 
time is supplying only some 10 per cent 
of our energy requirements. 

Our more prolific sources of energy 
are coal, oil, and natural gas—energy 
which came from the sun over a period 
of millions of years in the development 
of animal, fish, and vegetable life 
whose remains formed these materials 
which we now use to supply our needs. 
These sources of energy are irreplace- 
able and when gone, they are gone for- 
ever. 


e 


oo we make a survey, we find 
that the reserves of coal in this 
country are tremendous and that the 
known reserves of oil and natural gas 
are definitely limited, in spite of the 
present apparent flood of these mate- 
rials. 

We find that the total known oil re- 
serves of the country at present rates 
of use will last some twelve to thirteen 
years and that the tendency to develop 
new reserves during the past six years 
is considerably below present rate of 
use, in spite of increased knowledge of 
geology and geophysical exploration. 
As time goes on, the popular impres- 
sion that we merely drill deeper and get 
more oil has a very definite limit. This 
is an important point to be considering, 
because oil now supplies some 30 per 
cent of our total energy requirements. 

Natural gas is in a relatively similar 
situation. This is especially true in the 
total Appalachian fields east of the Mis- 
sissippi. The mid-continent and Cali- 
fornia fields, however, are tremendous, 
so that total known reserves in this 
country will last, at present rates of 
withdrawal, from twenty to twenty- 
five years. Natural gas, we find, now 
supplies some 7 per cent of the nation’s 
energy requirements. 

Coal, on the other hand, we find, up 
until a decade ago, supplied some 60 
per cent of our energy requirements, 


per cent of our energy requirements, though, owing to the 


q “COAL ..., we find, up until a decade ago, supplied some 60 


increased development of natural gas, oil, and water power, it 
now supplies about 45 per cent of our energy requirements. 
Yet we find this country has a coal reserve which at present 
rates of use will last over 4,000*years, and if used at a rate 
to supply nearly all our requirements will last some 2,000 


years.” 
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though, owing to the increased devel- 
opment of natural gas, oil, and water 
power, it now supplies but 45 per cent 
of our energy requirements. Yet we find 
this country has a coal reserve which 
at present rates of use will last over 
4,000 years, and if used at a rate to 
supply nearly all our requirements will 
last some 2,000 years. 


B* way of digression for a moment, 
however, these latter figures can- 
not help but develop confidence in the 
future of our country. We all recog- 
nize the plight of the so-called “have 
not” nations, such as Japan, Italy, and 
Germany, and the resultant conditions 
created thereby, due to the constant 
drain on their national wealth through 
the need of purchase of the essential 
minerals from others. And here we sit 
flanked by oceans on either side, with 
forms of energy so essential for our 
present requirements of civilization 
sufficient to last many centuries. Our 
ability to convert coal into oil, and 
other hydrocarbons, enables us to have 
no fear as to the future of the auto- 
mobile, airplane, and a source of our 
many industrial needs, as well as our 
other energy requirements. 

Coal is an interesting material. Few 
realize that the energy in a pound of 
coal is some four to five times that in a 
pound of our most powerful explo- 
sives, such as T. N. T., and that a ton 
of water must fall a mile to develop 
the energy equivalent of a pound of 
coal. When all conversion efficiencies 
are considered, it must fall + mile to 
produce in electrical form the energy 
that can be generated from a pound of 
coal. It is interesting to note that the 
entire flow of the Niagara river over 
the great Niagara Falls is only equiva- 
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lent to an imaginary coal stream flow- 
ing at a rate only slightly faster than a 
walk in a pipe line only 18 inches in 
diameter. 

From all the above, we cannot help 
but conclude that coal is the source of 
energy of the future in this country, 
and that as time develops, the tendency 
of oil and natural gas to crowd out coal 
will reverse itself. This will be espe- 
cially so as the ability to withdraw the 
oil from the sands becomes more and 
more difficult owing to the initial 
“head” of the fields being reduced, and 
resort to pumping and pressure driving 
becomes necessary to produce the oil. 
This condition invariably results as 
fields become older. 


ET us now consider some of the 
fundamentals of energy trans- 
portation. The energy in the coal at the 
mines can be transported to market by 
rail in the form of coal or by conver- 
sion to gas, or by conversion to elec- 
tricity. We have all heard of the ideas 
of gas plants located at the mine mouth, 
and of electric plants located at the 
mine mouth. Now let’s see what the 
general economics are. 

Coal can be transported with a 
thermal loss of but a fraction of a per 
cent; while in the form of electricity 
the transmission losses run from 10 to 
17 per cent; while in the form of gas 
the energy losses, including pumping 
requirements, are of the order of a very 
few per cent. Furthermore, very fine 
studies have been made recently’ that 
convincingly show that energy can 
be transported from 4 to 10 times 
as far in the form of coal on the rail- 
roads for the same cost as in the form 


1 Frank F. Fowl, Comsustion, March 1938, 
“Economics of Subsidized Power.” 
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Gas and Electricity 


6¢ ¢,” and electricity ...are merely convenient forms of transmitting 

energy. Coal and oil are forms of transmitting energy, as well 
as sources of energy. The manufactured gas industry is a century-old 
industry with a huge investment . . . of some $30,000 per employee and 
a total investment of some $2,500,000,000. Because it is old and large, 
in these modern times, may be the reason for some to feel it has out- 


lived its usefulness .. . 


+9 





of electricity by high-voltage trans- 
mission. 

This fact, plus the limited condens- 
ing water facilities at the mine mouth 
operations, has blasted the popular 
fallacy of a decade ago of mine mouth 
electric generation and high-voltage 
transmission to market. In this con- 
nection it is interesting to read on page 
267 of the 1937 Report of the National 
Resources Committee on Technological 
Trends the following: 


Furthermore, mine mouth location will 
ordinarily involve electric transmission costs 
greater than freight charges on fuel, and at 
the same time long-distance transmission 
lines reduce reliability of service. 


Thus the railroads transporting the 
coal to market are still the most eco- 
nomical means of transporting the 
energy and will probably continue in 
the future. 

While it is true that energy, in the 
form of gas, can be transported in pipe 
lines at costs that more closely ap- 
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proach the costs of freight on coal for 
equivalent energy, nevertheless, mine 
mouth operation of gas plants will not 
be economic since the resultant by- 
products, such as coke and other mate- 
rials, must be transported to market, 
and these latter might just as well ride 
along with the coal in the first place, 
with the resultant saving. Therefore, 
railroad transportation of coal for gas 
plant needs located at the market also 
is sound and will probably continue in 
the future. 

Therefore, whether gas or electric- 
ity, or both are used to distribute the 
energy at the market to the many cus- 
tomers, coal is going to be transported 
by the railroads to the market to supply 
those needs. 


N” when we come to analyze 
‘ whether we should have one 
form of energy distribution or two at 
the market, we again must consider 
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some fundamentals which may need 
repeating here. Energy in the form of 
fuels can be converted into useful heat 
with a high degree of efficiency, even 
when including the conversion losses 
from coal to gas. However, where the 
energy in fuels is converted into energy 
able to do work, 1. ¢., electricity or me- 
chanical energy, large losses of the 
order of 75 per cent are involved, 
whether the conversion is made by gas 
engine, boiler and turbine, or any other 
known means of conversion. Now to 
take such energy which has experi- 
enced such heavy losses and convert it 
back into heat to supply heat require- 
ments, which could otherwise be sup- 
plied direct from fuels without these 
losses, is not economic. In general, 
therefore, where heat is required, some 
two to three times the amount of use- 
ful energy can be made available to a 
customer in the form of gas from a 
given amount of fuel, than can be made 
available in the form of electricity. 
Where light and power are concerned, 
both forms of energy are subject to 
these same heavy losses and electrical 
transmission for light and power needs 
has definite fundamental advantages, 
due to ease of application, lack of re- 
ciprocating parts, freedom from noise, 
etc.* 

The energy requirements of a given 
community in the form of heat are vast 
indeed, more than is usually realized, 
and are many times the requirements 
in the form of light or power. 


A SIMPLE calculation to visualize all 
this is as follows: Electricity has 
already obtained a large share of the 


2 For further details of this point see paper, 
“Economics of Energy Distribution,” 1936 
A.G.A. convention. 
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light and power requirements of most 
communities. Yet even when allowing 
for the fact that 70 per cent of the 
typical electric company load is used to 
supply industrial power, and while only 
30 per cent of the typical gas property 
load is used to supply industrial loads, 
it is interesting to note that the energy 
used in the present typical community 
in the form of gas is more than in the 
form of electricity. This is rather sur- 
prising. Let us take a typical example 
of our own company. Our annual kilo- 
watt hours sold, including all our in- 
dustrial power load, are slightly under 
400 million kilowatt hours & 3,412 
B.T.U. = 1.3 trillion units of energy. 
Our annual gas load, with its much 
smaller industrial load, is slightly un- 
der 5 billion feet X 537 B.T.u. = 2.7 
trillion units of energy or about twice 
as much in the form of gas. After 
considering the relative efficiencies of 
utilization by the customer, it is appar- 
ent that while the amount of energy 
actually used comes closer together, 
even now we are supplying more useful 
energy in the form of gas to our cus- 
tomers than our sister industry. It is 
further interesting to note that for this 
somewhat smaller amount of energy 
our electric customers paid over $10,- 
000,000, while our gas customers paid 
only a little over $4,000,000. When 
we consider the energy used in the 
typical average home today in this 
country, the ratio is from 8 to 1 in the 
form of gas as compared with electric- 
ity. Indeed, the large load supplied by 
gas looks good to those who have elec- 
tric power to sell. 

This merely goes to prove practical- 
ly the effect of the points we are trying 
to develop. We now begin to realize 
that the gas industry is a real purveyor 
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of energy, more than is usually realized 
and perhaps has some of the character- 
istics of Cinderella, 7. ¢., inestimable 
value and charm but unappreciated. 
Therefore, there are fundamental 
reasons for having both a gas and elec- 
tric means of conveying energy to a 
community. Let us see what the utili- 
zation side of the question shows. 


Spey America will certainly 
want, if it can get it, clean, odor- 
less, cool kitchens with perfect cooking 
appliances, automatic hot water serv- 
ice, and automatic space heating, with- 
out carting fuel through the residential 
sections of our cities and ashes away 
for disposal, with all the resultant soot, 
dirt, and annoyance. 

To supply the domestic cooking and 
water heating requirements there are 
those who would lead us to believe that 
the use of electricity for these purposes 
had latent advantages that enabled it to 
overcome the inefficiency of the process 
outlined earlier in this article. 

To develop the facts on this perplex- 
ing situation, many studies* have re- 

$Herman Russell, “Combination Company 
Sales Responsibilities,” which was given before 
the New York-New Jersey Regional Sales 
Conference at Rye, N. Y., June 10, 1937, and 
R. E. Ginna entitled “Appraising Domestic 


Competition,” before the New England Gas 
Association 1937 convention. 


cently been made, nearly all of which 
have led to the same conclusions. 

These studies show that combination 
of gas for cooking, water heating, and 
electricity for other domestic uses of 
the homes in a community, is to the 
best interest of the customer as well as 
the company, and requires an invest- 
ment only $ that of the all-electric plan 
for these same markets. Briefly, these 
studies show that the all-electric cook- 
ing and water-heating service to the 
customer is only profitable to the com- 
pany at a cost to the customer twice the 
cost of the equivalent gas service, and 
at equal costs to the customer it is ruin- 
ous to the company. 

While from the above figures it can 
be shown that gas for cooking is more 
efficient in energy used than electricity, 
and more economical to the customer, 
nevertheless this is not the entire pic- 
ture. If electric cooking provided a 
character of service superior to gas, 
then these factors may be justified, just 
as the automobile outmoded the horse 
and buggy. 


O NE recent development which has 
been a deciding factor in this sit- 
uation has been the decided improve- 
ment in the gas appliances—ranges, re- 
frigerators, and water heaters — so 


tion of a per cent; while in the form of electricity the trans- 


q “Coat can be transported with a thermal loss of but a frac- 


mission losses run from 10 to 17 per cent; while in the form 
of gas the energy losses, including pumping requirements, 
are of the order of avery few per cent. Furthermore, very 
fine studies have been made recently that convincingly show 
that energy can be transported from 4 to 10 times as far m 
the form of coal on the railroads for the same cost as in the 
form of electricity by high-voltage transmission.” 


485 


OCT. 12, 1939 





PUBLIC UTILITIES FORTNIGHTLY 


that there is no question but that either 
fuel will provide excellent customer 
service and in fact gas equipment has 
some definite advantages. The silent 
gas refrigerator, free from moving 
parts, is a case in point. 

The modern gas range, properly in- 
stalled, will provide a clean, cool 
kitchen, by removing cooking odors 
and grease vapors at the source along 
with the products of combustion in a 
properly constructed concealed flue, 
and will provide the service, on the 
average, for about one-half the cost to 
the customer. Broiling in modern gas 
range broilers can be made entirely 
smokeless and odorless through com- 
bustion of the broiling vapors. 

In addition to all the above, the oven 
temperatures of the modern gas range 
are more uniform than in the modern 
electric range. With the “on and off” 
operation of an electric oven, the full 
effect of the sun’s rays and radiant 
heat, as affected by shadows in the 
oven, is more of a factor than is ordi- 
narily realized. 

Therefore, when talking about mod- 
ern time-temperature-carefree cook- 
ing, the electric kitchen has no ad- 
vantages to overcome its extra cost. 

In this connection, it is interesting to 
study the average costs to the customer 
for the combination gas for the cook- 
ing and water-heating needs, and elec- 
tric service for lighting and other inci- 
dental uses even at present existing 
rates, and compared with an all-elec- 
tric kitchen, even at the New York 
State Power Authority low rates.‘ 
From this we see that the cost is 
cheaper for the combination gas and 
electric service at existing rates. There- 


4See “Economics of Energy Distribution,” 
1936 A.G.A. convention. 
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fore, we can conclude that our com- 
bination gas and electric service is do- 
ing a better job already at existing 
rates than the Power Authority hydro 
program hopes to be able to do with 
its much publicized low electric rates, 
Where, then, is anyone being benefited 
by these government power programs? 

And as there is a very definite need 
in this modern America for the two 
forms of energy distribution, the com- 
bination company is a sound instrv- 
mentality, since there is then less 
tendency to force either form of energy 
into markets for which it is not eco- 
nomic, which in the long run is to the 
interest of the customer and company 
alike. 


i ad let us consider some of the 
other factors that are involved in 
this subject. It has been shown that 
gas already is supplying a large share 
of the energy in a typical community 
and the possibility of supplying this 
load by electricity undoubtedly looks 
good to those hydro programs that 
need load to justify their existence. Let 
us consider this matter further, show- 
ing the effect of such substitution. 

The testimony by the National Coal 
Association before the Senate hearing 
on July 1st last showed that the present 
hydroelectric developments of the gov- 
ernment are equivalent to 139 million 
tons of coal a year, or 31 per cent of the 
1936 bituminous coal production, and 
that the proposed plants will have a 
capacity of an additional amount 
equivalent to 199 million tons a year, 
or 45 per cent of the 1936 coal produc- 
tion. The combined present and pro- 
posed hydro programs equal 338 mil- 
lion tons, or 76 per cent of the 1936 
coal production. 
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Energy of Coal 


4 Seno is an interesting material. Few realize that 

the energy in a pound of coal is some four to 
five times that in a pound of our most powerful ex- 
plosives, such as T.N.T., and that a ton of water must 
fall a mile to develop the energy equivalent of a pound 
of coal. When all conversion efficiencies are consid- 
ered, it must fall 4 mile to produce in electrical 
form the energy that can be generated from a pound 


of coal.” 





The above should be remembered 
when we realize that such huge efforts 
are being made by Congress, the Coal 
Commission, the Guffey Act, etc., to 
stabilize the large labor-employing coal 
industry by artificially increasing 
prices of coal, which can only tend to 
force coal consumers to go to other 
forms of fuel. Doesn’t such action 
seem pathetic, when greater use of 
coal, by not developing hydro power, 
would increase coal production load 
factor, reduce the cost of mining coal, 
and tend thereby to broaden the com- 
petitive position of coal and increase 
its application and field of use? 

The testimony just referred to 
showed that 50 per cent of the coal 
freight revenue goes to labor, and 65 
per cent of the cost of producing coal 
goes to labor ; and that each ton of coal 
lost to hydro power represents the loss 
of one day’s work directly or indirectly 
employed in production and distribu- 
tion of coal. Thus, these figures indi- 
cate that the government’s total hydro 
program involves the loss of 338,000,- 
000 days’ work, or the work of over a 
million men steadily employed fifty 
weeks of a year. This seems a sizable 
item in our unemployment situation. 


487 


URTHER testimony before the 

House Appropriations Committee 
developed the fact that each ton of 
bituminous coal mined in the United 
States brings to the miner $1.27 in 
wages. The labor cost in the produc- 
tion of four barrels of fuel oil (equiva- 
lent to one ton of coal) is 68 cents. 

The labor cost in the production of 
20,000 cubic feet of natural gas (fuel 
equivalent to a ton of coal) is 8 cents. 
The labor cost in 2,000 kilowatt hours 
of hydroelectricity (energy equivalent 
to a ton of coal) is less than a cent. 

The figures require no comment. 
They point their own moral—and the 
moral is that displacement of coal by 
substitute fuels is one of the major 
factors in the country’s present unem- 
ployment problem, a solution of which 
is so desperately needed. 

This tremendous disparity in. labor 
costs as between coal, oil, and hydro 
power gives rise to some extraordinary 
inequities in other directions. One 
such is the matter of payroll taxes un- 
der the Social Security Act. The dis- 


_proportionate burdens of these taxes 
*as they relate to these competing fuels 


is a circumstance which has never 
heretofore been publicized. 
OCT. 12, 1939 
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The aggregate 5 per cent payroll tax 
now attaching to the mining of coal 
amounts to $63,500 per million tons. 
The same taxes under the Social Se- 
curity Act in the case of an equivalent 
amount of fuel oil amount to $34,000. 
The same taxes in the case of an equiv- 
alent amount of natural gas amount 
to $4,000. When we come to hydro- 
electric power, the Social Security tax 
load on an electric output equivalent to 
a million tons of coal is only $500. 


I" considering the above, also bear in 
mind that the bituminous coal in- 
dustry is our country’s largest private 
employer, excepting only the railroads. 

These points are not merely theory. 
The following facts are of interest: 
During the period of 1923 to 1929 
when our unemployment problem was 
not known, coal represented some 60 
per cent of our requirements, as con- 
trasted with the present 45 per cent, 
which latter resulted from the in- 
creased use of water power, oil, and 
natural gas, which forms of energy use 
a minimum of labor in their produc- 
tion. This would seem to be a “stop, 
look, and listen” warning sign as to 
the practical effect of such changes. 

It would, therefore, seem folly to de- 
velop hydroelectric power (which is 
one of the worst employers of labor) 
in a country such as ours, which has 
adequate coal reserves. The adoption 
of such policies, in countries like 
Canada and Sweden, which have no 
coal reserves, may be justified, even to 
the extent of subsidization, to prevent 
the constant drain on their natural 
wealth. But in our country, where un- 
employment is our greatest problem 
and spreading of purchasing power our 
greatest need, such a development is in- 


OCT. 12, 1939 


deed an entirely different matter. Of 
course, we cannot stand in the way of 
progress. If hydro energy, involving a 
minimum of labor in its production 
and transportation, can be made avail- 
able at the market cheaper than energy 
from coal, in the long run, society as a 
whole will benefit, even though in the 
meantime heart-breaking readjust- 
ments may be necessary, as witness the 
results of the introduction of the cot- 
ton gin and the printing press. How- 
ever, when the reverse is true—at least 
until we have solved our unemploy- 
ment situation — an entirely different 
situation presents itself. 


HUS we can conclude that both 

from the standpoint of conserva- 
tion of the irreplaceable and definitely 
limited mineral forms of energy in our 
country, and the development of a 
sound social order, the quicker we de- 
velop the uses of coal the better; and 
the more we develop water power, the 
more we will delay those factors which 
are going to bring about our much 
sought after and apparently elusive 
“more abundant life.” 

Finally, suppose the use of gas had 
never been developed and that our do- 
mestic energy requirements were sup- 
plied by hydroelectricity and that we 
had our present unemployment prob- 
lem. Suppose then that the gas indus- 
try came upon the scene capable, as it 
is, of supplying the cooking and water- 
heating requirements of the commu- 
nity with a superior character of serv- 
ice at a cost to the customer approxi- 
mately half that being already supplied. 
Couple this fact with the stimulation 
such an industry would give to the rail- 
roads and coal fields, which are large 
employers of labor. 
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It would double the existing coal Let us then study carefully our pres- 
traffic for these already large tax- ent system before we start plans that 
producing industries. Would not such can but tear it down, bearing in mind 
a situation be heralded as the salvation that a Frankenstein lives to torment 
of our country and all assistance be not only society as a whole but the per- 
given it? sons who conceived it. 





A Gas-fired Radio Set 


i ie British Gas JouRNAL recently revealed the interesting 
fact that a British manufacturing concern has developed a 
gas-fired radio set which is now available in the English market. 
This set was perfected by the Milnes Electrical Engineering 
Company, Ltd. It simply makes use of a small gas-electric 
generator which develops from 4 to 8 watts (depending on the 
model) within a minute after it is turned on. The rest of the 
mechanism roughly approximates the conventional automobile 
radio set, since the utilization of the output varies from 2 to 
6 volts. 


Using the set at the rate of three and one-half hours a day 
would consume a little over 4 “therms” per month. The Gas 
JourNAL warns its readers that the gas-operated radio set was 
not built to replace the plug-in electric models, nor even to con- 
jest the radio market in competition with the electric industry in 
those areas where electric current is already available. It was 
designed, on the other hand, for conditions which are quite com- 
monplace in England, especially in the older residential urban 
sections where gas is still used for illumination and electric 
service has not been made generally available. 


The competitive electric industry in England has apparently 
been using public demand for radio service as an avenue of 
approach for extending service into such areas. A demon- 
stration of one of these “gas-operated wireless sets’ was 
scheduled to be given at the annual convention of the Pacific 
Coast Gas Association in San Francisco, September 6th to 8th. 
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Wire and Wireless 
Communication 


es the opening flurry over 
possible censorship of inflammatory 
and biased radio commentators (vigor- 
ously denied by Chairman Fly), the FCC 
has settled down to a period of watchful 
waiting in the development of the war 
situation with respect to communications. 
The field of public radio broadcasting 
remains, of course, the most sensitive 
area, but the commission hopes that pass- 
ing of time will bring a certain amount 
of relaxation of the tension which 
characterized the first week of hostili- 
ties. 

In any event, it is apparent that the 
FCC is taking no further steps at this 
time towards the formation of any 
drastic “neutrality policy” for American 
communications services. Such regula- 
tions as have been imposed continue to 
come from the other side of the Atlantic 
and affect only international service. 

The voluntary decision of the Ameri- 
can broadcasting chains to cut down on 
special bulletins, and transatlantic war 
programs generally, was accomplished 
with little friction. Some of the more 
avid “war fans” registered complaints. 
From quarters politically interested in 
promoting a “strong” American attitude 
towards so-called aggressor powers, 
there was some expression of disappoint- 
ment over the somewhat sudden injec- 
tion of routine sedative into the nation’s 
radio programs. The socialistic maga- 
zine, The Nation, editorially complained 
that “the radio has abandoned the new 
world war with almost indecent sudden- 


OCT. 12, 1939 


By and large, however, the transition 
was made without undue tension or em- 
phasis. The FCC had no part in this 
step—officially, at least; but it is well 
understood that the self-imposed re- 
straint adopted by the broadcasters was 
looked upon with much favor in Wash- 
ington. 


— minor complications arising out 
of the impact of the war on com- 
mercial and amateur communication 
operations are being given the careful 
attention of the FCC. One of these was 
the holding of public hearings on Septem- 
ber 27th and the citation of the New 
York broadcasting station WMCA, 
owned by the Knickerbocker Broadcast- 
ing Company, to show cause why its 
license should not be revoked for un- 
authorized listening in on secret radio 
communications emanating from official 
sources in Germany and Great Britain. 

The alleged interception was ex- 
plained by the station manager as being 
more or less the product of the imagina- 
tion of an overzealous promotion depart- 
ment. However, the FCC has apparently 
decided to make an example of the inci- 
dent so as to deter other short-wave sta- 
tion operators from getting involved in 
European communication incidents 
which might prejudice the neutrality 
position of the United States. 

In much the same spirit was the warn- 
ing given by the FCC to all amateur 
radio operators that unauthorized ac- 
tivity and violations of FCC rules and 
regulations might bring about a general 
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curtailment of their operations. The 
warning was given in connection with the 
six months’ suspension of the license of 
two amateur operators for departing 
from standards of licensed operations. 

Even the suggestion that short-wave 
amateur operations might be curtailed 
provoked some speculation about the 
possibility of military intelligence 
authorities preémpting amateur fre- 
quency allocations for defense purposes. 
The FCC has already shown a tendency 
to be more strict about inactive points of 
communication even in radio telegraph 
station licenses used by commercial 
operators. The application of the Mac- 
kay Radio & Telegraph Company, Press 
Wireless, Inc., and RCA Communica- 
tions for the continuation of such privi- 
leges has been set for hearing on Octo- 
ber 25th before Commissioner Thomp- 
son. This hearing will include applica- 
tions for licensed operation to a number 
of European and other foreign points. 

*x* * * X* 

tae city of St. Paul filed an interven- 

ing complaint in the St. Paul tele- 
phone rate case last month as subscrib- 
ers, seeking to void the Minnesota Rail- 
road and Warehouse Commission’s May 
2nd “compromise rate order,” moved for 
a final judgment before Judge Gustavus 
Loevinger of the Ramsey County Dis- 
trict Court. 

The city’s intervening complaint was 
filed by John McConneloug, corporation 
counsel, and his assistant, Louis Shea- 
han. It took the same position as that 
taken by the subscribers seeking an in- 
junction to void the 1939 rate order; 
namely, that the 1939 order was made 
without public hearings or findings of 
fact and was void, and that the telephone 
company was charging excessive rates 
under it. The complaint asked that the 
1939 order be voided. 

St. Paul telephone rates were ordered 
reduced about 25 per cent, or more than 
$600,000 a year, in an order by the com- 
mission effective June 1, 1936. The order 
was upheld by the Ramsey district and 
state supreme courts. 

However, on May 2nd this year, the 
state commission issued a new order, in- 
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creasing the St. Paul rates about 12 per 
cent above the 1936 order. It was the 
May 2nd order that was being attacked. 
The May 2nd order was a result of 
negotiations with the Tri-State and 
Northwestern Bell companies, under 
which the Tri-State agreed to abandon 
its appeal to the supreme court in the St. 
Paul Case, and the Northwestern agreed 
not to contest a 12 per cent cut in Minne- 
apolis telephone rates. 

After Judge Loevinger, in denying a 
motion to dismiss the injunction suit, 
virtually declared the 1939 order was 
void and illegal, the railroad and ware- 
house commission called a public hear- 
ing to investigate those rates. It was 
opened September 11th and continued to 
September 29th. 

a e@ 

ENERALLY improved business con- 
ditions have resulted in increased 
telephone usage with the result that 
higher wages are in prospect in the tele- 
phone industry, V. L. Sylliaasen, general 
traffic manager of the Pacific Telephone 
& Telegraph Company, testified on 
September 14th in Seattle at a telephone 
rate hearing. The hearing was conducted 
by the Washington Department of Pub- 
lic Service in connection with the special 
statewide telephone investigation author- 

ized by the Washington legislature. 

Another development was the accept- 
ance as evidence of voluminous financial 
records for 1938, including 74,000 
vouchers representing expenditures of 
the American Telephone and Telegraph 
Company. Otto B. Rupp, counsel for the 
Pacific Company, introduced the records 
—contained in 8 steamer trunks—over 
the objections of counsel representing 
the county, the city, and the Telephone 
Users’ League. 

Rupp announced that in order to get 
the mass of documents into the record he 
would ship them back to the AT&T New 
York city headquarters, where photo- 
static copies of the records would be 
made at a cost estimated by Rupp at be- 
tween $10,000 and $30,000. City and 
county attorneys joined in objections 
raised by Attorney Harry Henke, Jr., 
representing the Telephone Users’ 
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League, on the grounds the exhibits 
were “incompetent, irrelevant, and im- 
material.” 

After admitting the exhibits, Ferd J. 
Schaaf, director of the department of 
public service, asserted : 

We (the department of public service) 
do not know at this point whether the (tele- 
phone) company has or has not complied 
with the statute, 


referring to the statute covering the 
licenses between parent companies and 
their subsidiaries. 

Sylliaasen then was called as a witness. 
Under cross-examination by Albert Ste- 
phan, counsel for the department of pub- 
lic service, Sylliaasen testified that he be- 
lieved traffic expenses in the state of 
Washington would be greater this year 
than in 1938. The trend of wages gen- 
erally throughout the country is upward 
and “I see no reason why the trend would 
be different here,” the witness said. Syl- 
liaasen said also that general improve- 
ment in business conditions the past few 
years had resulted in increased telephone 
usage. He declared: 

It costs money to give good telephone 
service. What we have to do at all times is 
to reach a balance between good service and 
reasonable costs (to telephone users). 

The witness said that a marked in- 
crease in telephone usage had been noted 
in recent weeks. 

*x* * * * 
HE Wisconsin Supreme Court on 
September 15th denied the state 
public service commission a rehearing in 
the Wisconsin Telephone Company rate 
case and refused to remand the case back 
to the commission for new rate orders. 

Harold M. Wilkie, commission at- 
torney, said he was reviewing the denial 
to determine whether there was a ques- 
tion of Federal jurisdiction and shortly 
would announce whether the commission 
would take the case before the United 
States Supreme Court. Unless the case 
is appealed to the United States high 
court, it is closed. 

In a decision July 11th the court ruled 
rate reductions ordered by the commis- 
sion were “unreasonable and unlawful” 
and sustained the company’s contention 
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the state was without authority to orde 
reductions. On that decision the com. 
mission asked rehearing and also that the 
case be remanded to the commission ty 
enable it to order different rates. In its 
request for rehearing the commission 
pointed out there was an error in the 
opinion concerning the company’s net 
operating income for 1934. 

In its denial of rehearing the court 
acknowledged there was error in the 
figure cited but found that instead of the 
5 per cent return rate the commission 
said the company received, the actual rate 
was 5.5 per cent. In its decision it held 
the rate was 3.1 per cent. 

The 5.5 per cent rate of return, the 
court asserted, “is no ground for saying 
the existing rates are unreasonable.” The 
court said: 

We are cited to no authority and we find 
none holding that a return of 6 per cent is 
an unreasonable return. On the other hand 


a return of less than 6 per cent has, in some 
cases, been held to be not unreasonably low. 


be court said it found no provisions 
in the statutes which authorize the 
public service commission “in a proceed- 
ing conducted in 1940 to fix rates for 
1934,” which procedure would follow 
were the commission upheld. The court 
said it had read the 7,320-page history of 
the case and could “discover no reason 
for modifying the determination already 
made in this case.” 

The rate battle started when the com- 
mission launched an investigation of the 
company’s rates April 1, 1932. On June 
30, 1932, it ordered the company to cut 
its exchange rates 12} per cent from 
August 5, 1932, to August 4, 1933. 

The company immediately instituted 
court action fighting the order and took 
similar legal recourse to subsequent 
orders issued in 1933, 1934, 1936. As 
circuit court rulings upheld the company, 
the commission appealed its case to the 
state supreme court. 

None of the reductions ordered ever 
were effective and state supreme court 
denial of rehearing closes the case in the 
state. The recent action of the legislature 
in refusing to abolish the present 3-man 
commission or to replace it with 


492 





WIRE AND WIRELESS COMMUNICATION 


a 1-man board, at the suggestion of Gov- 
ernor Heil, was believed to leave open 
the bare possibility of an appeal to the 
U. S. Supreme Court. 
ke le 
ADIO may prove a deciding factor in 
the war in Europe, Dr. Lee de 
Forest, inventor of the audion tube and 
often called the “father of radio,” de- 
clared recently on his arrival in New 
York from Chicago to celebrate “de 
Forest Day” at the World’s Fair, where 
a dinner in his honor was given on Sep- 
tember 22nd by the Veteran Wireless 
Operators Association. He said: 

While radio was in use in communica- 
tions in the World War, it was not as a 
weapon. Now it is beginning to show itself 
as the most powerful weapon that could be 
devised. The length of the war depends 
upon how early radio will prove effective; 
that it will lengthen or shorten the war, in 
my opinion, can be counted upon. We have 
witnessed since the invasion of Poland every 
day how it has been used to disseminate not 
only upon native populations but neutrals, 
including America, just what the warring 
powers wish us to know or to believe. 

We learn that the British and French are 
bombarding German ears with the story of 
their arms in this war, and you can depend 
upon it that no threat of the death penalty 
can stop every German from listening to the 
radio. In my opinion the radio is going to 
decide in favor of the powers that are now 
fighting Germany. 

During his visit, Dr. de Forest, who 
for several years in California has been 
conducting experiments in the field of 
short-wave therapy for use in the medi- 
cal profession, will visit the British and 
French embassies in Washington in the 
interest of acquainting officials with its 
benefits as applicable to field hospitals, 
especially in the treatment of fractures 
and infected wounds. 

ie ee ae 


TS Pennsylvania Public Utility 
Commission has requested the FCC 
to aid the former in its statewide in- 
vestigation of the Bell system in that 
state. The request was made on behalf 
of the Pennsylvania board by Commis- 
sioner Richard J. Beamish, who visited 
Washington with several members of the 
commission staff and discussed the situa- 
tion with FCC officials. 
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It was pointed out that the FCC is 
already engaged in codperating with a 
special investigation now being con- 
ducted at Seattle by the Washington De- 
partment of Public Service into the 
affairs of the Pacific Telephone & Tele- 
graph Company. Similar Federal col- 
laboration is needed in Pennsylvania, it 
was suggested, so that the state board 
might be in a position to decide reason- 
able and profitable intrastate rates. 

x * * * 

ip yeberion that San Franciscans are 

not getting the service to which they 
are entitled, the American Communica- 
tions’ Association on September 20th sent 
a wire—not by Western Union—to 
James Lawrence Fly, chairman of the 
Federal Communications Commission, at 
Washington, asking an investigation 
“with view toward requiring company 
to give the public the type of telegraph 
service it is paying for.” 

The telegram was signed by Mervyn 
Rathborne, international president of the 
ACA, who is in direct command of 
ACA’s strike against the telegraph com- 
pany. Rathborne charged that Western 
Union, being wholly without messenger 
service, was using the telephone and 
mails to deliver incoming messages, with 
resultant delay, inconvenience, and de- 
lusion of the telegraph-using public. All 
other companies, Rathborne said in the 
wire, have refused to handle Western 
Union messages. 

M. T. Cook, Pacific division Western 
Union manager, informed the board of 
supervisors in a letter that he agreed with 
them about the “unnecessary” character 
of the ACA strike. This was in reply to 
a telegram from the supervisors recom- 
mending that negotiations be entered into 
with “representatives of the employees” 
to settle the strike. 

Cook wrote that the company “is en- 
tirely willing,” and has been at all times 
for twenty-one years, “to negotiate with 
respect to any matter concerning wages 
or working conditions,” but that it was 
bound to do so with the Association of 
Western Union Employees, because 
“that labor organization has a contract” 
in full force and effect. 
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Financial News 


$168,000,000 Financing Deferred 


N™ financing of all kinds continued 
at a standstill in the fortnight 
ended September 23rd, due to the con- 
tinued pressure on the government bond 
market and irregularities in corporate 
bonds. The following utility issues are 
now in registration with the SEC: 


$40,000,000 Public Service of Colo- 
rado first 34s 1964. 
$12,500,000 Public Service of Colo- 
rado debenture 4s 1949. 
$38,000,000 Public Service Company 
of Indiana first 33s 1969. 
$10,000,000 Public Service Company 
of Indiana serial deben- 
tures 1940-49. 
$45,000,000 Northern Indiana Public 
Service first 32s 1969. 
$9,650,000 New England Power 
Co. first mortgage 1969. 
$5,200,000 Pennsylvania Telephone 
Corp. first 34s 1969. 
$7,750,000 Marion-Reserve Power 
Company first 34s 1959. 


The Northern Indiana bond offering 
was due “out” of registration August 
24th ; Public Service of Indiana, August 
31st; and the Colorado issue, September 
19th. While coupon rates have been fixed 
and some price negotiations begun, it is 
understood that no definite underwriting 
contracts were signed by Halsey, Stuart 
& Company, who had the five issues— 
aggregating $145,500,000—in charge. 
They advise that they are hopeful of 
carrying forward all this financing, with 
any necessary readjustment of coupons, 
prices, etc., as soon as conditions permit ; 
necessary amendments to keep the issues 
in registration are being taken care of. 
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and 
Comment 


By OWEN ELY 


The New England Power issue has 
been delayed by the FPC inquiry regard- 
ing the Bellows Falls plant acquisition; 
since the latter has now been abandoned, 
the financing (which was to be handled 
through competitive bidding) may also 
disappear. The Pennsylvania Telephone 
issue failed to bring out any competitive 
bids, when the company was ordered to 
use this method, and the offering date was 
extended to September 27th. The Mar- 
ion-Reserve issue, sponsored by White, 
Weld & Co., has also been deferred. 

In addition to the above, a great deal 
of proposed financing—the programs 
contemplated by Commonwealth & 
Southern, Columbia Gas, Associated 
Gas, Electric Bond and Share system, 
and others—is now inevitably post- 
poned. Commonwealth’s program has 
been estimated at $200,000,000, and As- 
sociated Gas at $300,000,000. 


¥ 


Twenty-day Clause Diverts Big 
Bond Issue to Insurance 
Companies 


F the three new methods of utility 
financing which have been sharply 
criticized by investment bankers—com- 
petitive bidding, long-term bank loans, 
and private financing—only the last ap- 
pears to survive the recent ordeal. Penn- 
sylvania Telephone Corporation, forced 
by commission order to resort to com- 
petitive bidding, obtained no bids. (See 
September 14, 1939, issue, p. 365.) New 
York Power & Light, which turned to the 
banks to obtain $25,000,000 to complete 
its financing, could not get the money 
advantageously ; the banks are now hope- 
ful of rising interest rates, and chary of 
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ying up their funds for a period of years. 
But as a result of disturbed market con- 
ditions and the inability of underwriters 
to forecast events several weeks ahead, 
the insurance companies are handling 
three pieces of business aggregating 
$146,400,000. 

The much criticized 20-day “season- 
ing” period required by the SEC appears 
to be a major factor in at least half of 
this financing, and possibly in all. Recent 
events again focus attention on the mani- 
fest unfairness and inefficiency of the 
rule. During a period of quiet, stable 
conditions, it perhaps worked no great 
harm (except for the inevitable tempta- 
tion to bond salesmen to “beat the gun” 
and the legal difficulty of describing bond 
issues to prospective investors) ; but dur- 
ing a period of rapid change in money 
rates and bond prices, it makes it impos- 
sible for underwriters to do any con- 
structive work on new issues. 

New York Telephone Company had 
been expected to register about $80,000,- 
000 to $85,000,000 new first mortgage 
bonds with the SEC around the end of 
September, but it was announced 
September 22nd that the company had 
placed $75,000,000 of 32 per cent 25- 
year bonds at 994 with nine insurance 
companies. The company could not long 
defer its financing as it had to meet a 
en issue maturing November 
st. 

New York Power & Light Company 
(Niagara Hudson unit), whose finance 
program was approved by the SEC 
August 31st, was unable to interest suffi- 
cient holders of its 44s to make an ex- 
change for new 3%s; hence, the contin- 
gent deal with a group of insurance com- 
panies to take up to $41,000,000 of first 
3$s at 1064 also fell through. A new deal 
was made, placing the entire $66,582,000 
issue with insurance companies in the 
form of 25-year first 33s at about 104, a 
3$ per cent yield basis. 

It was also announced September 20th 
that Dresser Power Corporation, affili- 
ated with Public Service Company of In- 
diana, would sell $4,800,000 first mort- 
gage bonds to the John Hancock Mutual 
Insurance Company, the proceeds to be 
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used mainly for plant expansion. Thus 
the institutions appear to have the field 
to themselves, for the moment at least. 


¥ 


Section 11 Again? 


|} owe emergency conditions which 
might be expected to defer the 
issue, press reports indicate that a “final 
demand” from the SEC for integration 
of utility holding companies may soon 
be forthcoming. According to the Elec- 
trical World: 


Action will be taken to put corporate 
structures in such shape as to allow the 
utilities to raise additional capital for plant 
expansion. One of the first problems to be 
tackled will be arrears on preferred stocks. 
It is contemplated that integration plans of 
several systems will be taken up at one time, 
rather than consideration of proposals of 
individual systems alone. In this way the 
disposition or purchase of isolated proper- 
ties, to meet the geographic provisions of the 
Utility Act, can be settled more satisfactorily 
and obviate the necessity of singling out one 
company as the first which would serve as a 
guide when other plans are considered by 
the SEC. 


Practically all holding companies com- 
plied promptly with the SEC order to 
submit informal plans last December. 
None of these has been made public ; and 
utility executives have been guarded in 
their comments, while SEC officials have 
also been reticent. The latter may be due 
in part to changing personnel, but seems 
more largely due to the inherent difficul- 
ties of interpreting the act. Congress 
should certainly be called on to clear up 
the obscurities of the law, define its ap- 
plication more carefully, and guide the 
SEC in its application. Narrowly in- 
terpreted, it would probably disrupt all 
but a few holding company systems, ex- 
cept those in a single state or several ad- 
jacent states. Broadly interpreted, many 
systems might survive through (1) 
greater interconnection, (2) disposal of 
outlying units, (3) dissolution of inter- 
mediate holding companies, and (4) cor- 
porate mergers where logical. It seems 
probable that most of the plans submitted 
last December contemplated such a gen- 
eral program, based on a very broad in- 
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terpretation of the act. If these plans 
were satisfactory, the utilities should be 
advised, so that plans can be expedited ; 
if not, they should be told frankly to try 
again. 


HUs far only one or two major plans 

have been definitely put “on the 
agenda,” although it is possible that much 
work is being done behind the scenes by 
the reorganized utilities division of the 
SEC. Hearings on the American Gas and 
Electric plan, expected to be held in the 
near future, may afford some clue as to 
how “hard-boiled” the SEC will be. 

Much has already been accomplished 
by some utility systems toward conform- 
ing with the act. Others have doubtless 
delayed because they were puzzled, or 
because they wished to complete refund- 
ing programs, or because junior and 
equity financing was impossible. Cer- 
tainly the trend of events since Septem- 
ber Ist is not favorable; bond issues are 
temporarily deferred, and equity financ- 
ing is no easier, since utility stocks have 
not joined in the current stock market 
advance. 

In the writer’s opinion, leading utilities 
should begin a publicity campaign regard- 
ing the manifest unfairness and legal 
obscurity of § 11, and urge Congress to 
reframe its provisions. The law can 
hardly be made worse, and it can cer- 
tainly be improved. Congress should 
now be in a position to consider the mat- 
ter more rationally than in 1935. 

Following is a brief sketch of progress 
already made, and the general problems 
faced by leading systems. 


LECTRIC Bond and Share is one of 
the few systems which have disclosed 
their general programs. It is proposed to 
rearrange the properties of American 
Power & Light, Electric Power & Light, 
and National Power & Light into three 
major territorial groups in the North- 
west, the Southwest, and in Pennsyl- 
vania and adjacent territory. The three 
would then be completely interconnected. 
American Power & Light’s properties 
are spread over 14 states, mainly in the 
West. Its subsidiaries in the Pacific 
Northwest and in Texas, Nebraska, and 
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Montana have been affected by govern. 
ment competition. 

Electric Power & Light’s properties 
are in two main groups, one in the South 
and the other in the Rocky mountain 
section. It also controls the important 
United Gas system, and the ultimate 
relation of this company to the Electric 
Bond system may be open to question. 

National Power & Light’s properties 
are in Pennsylvania, the Carolinas, 
Alabama, and Texas (Tennessee proper- 
ties have been sold to TVA). Lehigh 
Power Securities Corporation, an inter- 
mediate holding company that controlled 
the important Pennsylvania Power & 
Light system, has been dissolved through 
the recent $132,000,000 refunding pro- 
gram. There has been some conjecture 
that the National Power system may be 
dismembered by turning over Pennsyl- 
vania properties to American Gas and 
Electric, Houston (Texas) to Electric 
Power or American Power, and Caro- 
lina properties to Commonwealth & 
Southern. 

American & Foreign Power is not 
directly affected by § 11, all its properties 
being in foreign countries, but the com- 
pany recently applied for exemption 
under the act. 


MERICAN Gas and Electric (affiliated 
with Electric Bond but independ- 
ently operated) filed its own plan last 
November proposing continuance (with 
minor changes) of three existing groups 
—the Central system in Indiana, Ohio, 
West Virginia, Virginia, and adjoining 
states ; the South Jersey system ; and the 
Northeast Pennsylvania system (the 
two latter being designated as “addi- 
tional systems”). The company also 
planned to dissolve five small subsidiaries 
and form a system service company. 
American Water Works & Electric 
was the first large system to formulate a- 
definite plan. In December, 1937, the 
SEC approved a plan to eliminate West 
Penn Electric Company, principal elec- 
tric intermediate holding company. Un- 
fortunately, however, execution of the 
plan was based on proposed sale of $40,- 
000,000 convertible bonds and $20,000,- 
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00 common stock, and since this proved 
inopportune, a modified plan is reported 
in preparation. 

Associated Gas & Electric, one of the 
ew systems to describe its plan, pro- 
hosed to integrate into two groups, a 
fiddle Atlantic and a Southern. One 
undred twelve companies were to 
be eliminated through merger, etc., leav- 
g only 60; the system would thus in- 
jude only three holding companies. 
lectric interconnection would be car- 
ied out so far as practicable. All but 
wo of the water companies would be 
brouped under Northeastern Water & 
‘lectric Corporation, the number being 
educed from 43 to 12. Twenty-four 

iddle West companies would be dis- 
bosed of through sale or exchange, if 
he SEC did not wish them to remain in 
he system. 

Cities Service, which has eliminated 
bver 90 subsidiaries in recent years, has 
how trusteed control of Cities Service 
ower & Light Company, a top holding 
ompany of the electric division, and is 
brimarily interested in oil, natural gas, 
nd other nonutility activities. 

Columbia Gas electric properties, 
ocated almost entirely in Ohio, are well 
tegrated, but its natural gas-producing 
nd distributing properties cover about 


nine states from Indiana to the seaboard. 
In February, 1939, the company filed a 
plan providing for dissolution of a few 
small subsidiaries, and shifting of others, 
so that no subsidiary would own or con- 
trol any other company. The major sys- 
tem problem is the indirect control of 
Panhandle Eastern Pipe Line, through 
Columbia Oil & Gasoline; plans for 
clearing up this relationship (which has 
been under fire from the Department of 
Justice under the antitrust laws) have 
been described heretofore. Other gas 
subsidiaries are also in litigation. 

Commonwealth & Southern’s major 
properties are in the South and Michigan, 
with smaller groups in Illinois, Indiana, 
Ohio, and Pennsylvania. The southern 
system has, of course, been affected by 
recent sales of properties to TVA. The 
corporation should have no great diffi- 
culty with its present set-up, assuming 
a liberal interpretation of the words “ad- 
ditional systems” in the Utility Act, but 
further interconnection might prove 
necessary. 


| gnareng Public Service is handi- 
capped by having four widely 
separated territorial groups, but has 
made progress toward conforming with 
the act. The top system holding com- 
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pany, Stone & Webster, Inc., in 1937 dis- 
tributed to stockholders most of its 91 
per cent equity in Engineers. A Puerto 
Rican property was sold in 1937. Puget 
Sound Power & Light, on which Engi- 
neers has lost money, may eventually be 
sold to local “power districts.” Servic- 
ing of subsidiaries is now on a non- 
profit basis. In 1938 Eastern Texas 
Electric, an intermediate holding com- 
pany, was eliminated, and three Louisi- 
ana companies merged. The profitable 
Virginia and Gulf states properties will 
continue to support the system. 

International Hydro-Electric’s proper- 
ties are in Canada, New England, and 
New York, hence fairly well integrated. 
The company was formerly controlled 
by International Paper & Power Com- 
pany, but the latter transferred its in- 
terests to three “liquidating trustees.” 
Intermediate holding companies may 
have to be eliminated. 

Middle West Corporation succeeded 
in 1935 to the old Insull system, Middle 
West Utilities Company. Ramifications 
were reduced, but it still covers a wide- 
spread territory. The system might logi- 
cally divide into three main groups, with 
a smaller group in South Dakota. 

North American Company has four 
well-integrated groups — Washington 
(D. C.) and environs, Cleveland and 
vicinity, Wisconsin-Michigan, and Mis- 
souri-Minnesota-Iowa. The principal in- 
termediate holding company, North 
American Edison, was eliminated early 
this year. Readjustments have also been 
effected in the “top” investment com- 
panies controlled by Harrison Williams 
and affiliated interests. North Ameri- 
can’s interest in North American Light 
& Power system may have to be disposed 
of eventually unless it can be fitted 
into the picture. Its 19 per cent stake in 
Detroit Edison might logically be com- 
bined with the 20 per cent held by Ameri- 
can Light & Traction (in which company 
the Harrison Williams group has an in- 
direct interest through United Light and 
Power). 


pagetge Gas and Electric Company 
is a far-flung system operating in 
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twenty states and Mexico. Major pro 
erties are in Pittsburgh, around Lou 
ville, and the Twin Cities; and in Oki 
homa, Colorado, Wyoming, and Oregopll’ 
The 1938 reorganization did little to sin 

plify the set-up. There has been son 
talk of a large refunding program { 
Duquesne Light which might pe 

eventual elimination of Philadelphj 
Company, important intermediate. 

set-up for the Twin Cities  groy 
badly needs simplification. Anothe 
problem is the elimination of 

nominal top holding company, Stand 


ard Power & Light; this could proba i 


bly have been accomplished by no 
through an exchange offer to stockholf 
ers had not the SEC raised the questi 
whether Standard Power’s bonds, ; 


sumed by Standard Gas some years agam.*' 


still have any claim on the former’s 
sets. 

United Gas Improvement investment 
are about 64 per cent in majority-own™ 
companies, and 36 per cent minority. 
is the oldest utility holding system in th 
United States and is quite well i 
tegrated, major properties being in Pe 
sylvania, Delaware, and Connecticd 
Outlying units in Tennessee, Mi 
souri, and Arizona might have to 
disposed of. The company’s block of oval 
2,000,000 shares of Public Service , 
New Jersey will have to be reduced 
less than 10 per cent unless that compat 
is included in the system. There are all 
minority holdings in Commonwealth 
Southern, Midland United, etc. 


ghee Light and Power's system 
operations cover a broad belt 
states in the Middle West and Sout 
Here again it is a question of ho 
broadly § 11 can be interpreted with 1 


spect to “adjacent states” and “addition 


systems.” While some properties a> 


directly controlled, a large part of tt 
system is held through intermediate hol? 
ing companies. Thus United Light 
Railways controls Continental Gas 
Electric and American Light & Tractiogy? 
each an important system in its ov@ 
right (the latter company has been meng 

ing its properties and is largely int ld 
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ated). Because of the number of bond 
‘cues involved, elimination of some in- 
mediates may prove troublesome. Pos- 
bly parts of the system can be dove- 
Biiled into the North American system, 
Beith which there is indirect community 
interest. 

Utilities Power & Light Company is 
loosely knit system with units in 14 
tes, principally the Middle West and 
Mew England. It is now being re- 
Beganized under sponsorship of Atlas 
orporation, which holds working con- 
ol, and integration plans await reor- 
Bnization. British properties were sold 
1936 for $25,000,000, and some Cana- 
an companies have just been disposed 
. Intermediate holding companies such 
s Central States Utility and Central 
ates Power & Light may have to be 
Biminated, and it seems possible that the 
hole system may eventually lose its 
entity and be parcelled out among other 

ystems. 


5 


Corporate News 


ew York city, in an effort to expe- 
dite its traction unification plans, 
hs set aside a $10,000,000 fund for the 
gurchase of Interborough 5s and 7s and 
anhattan 4s. The controller has asked 
br tenders from security holders, and 
ee city presumably is willing to pay a 
@W points above current market prices, 
ich are substantially below the 
ounts obtainable under the plan. De- 
bsit of the three issues under the plan 
mes been called for by their respective 
bmmittees (headed by J. P. Morgan, J. 
gecrbert Case, and Van S. Merle-Smith). 


@ Attorneys for the Commercial Cables 


iongtafts’ Association have filed a brief 


bainst the Postal Telegraph reorgani- 
tion plan, holding that it is designed to 
and over to International Telephone the 
ting properties of the Postal system, 
aving the losing properties to the bond- 


implders. Segregation of the land lines 


ith insufficient capital may mean their 
“4 financial collapse, the association 
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United Corporation followed too 
leisurely a program in investing its $8,- 
000,000 in nonutility stocks. Only about 
half the amount was invested, according 
to press reports, and the company must 
now seek an extension of the time allowed 
by the SEC. While the recent advance in 
leading issues means that the company 
has “missed the boat” on half its pur- 
chases, it has at least obtained some good 
paper profits—which would not have 
been the case if the money had been left 
in utilities. 


The FPC, in attempting to extend its 
authority to intrastate companies, holds 
that the acquisition of 341,350 shares of 
Jersey Central Power & Light Company 
stock by New Jersey Power & Light can- 
not be completed without its permission. 
It holds that a utility with lines entirely 
within a single state, but which com- 
prise a pathway for power transmission 
across state lines, is subject to commis- 
sion jurisdiction. 


President Merrill of Mountain States 
Power Company has advised security 
holders to accept the reorganization plan, 
already approved by the SEC, the Fed- 
eral court, and the local commissions. 
The plan provides for issuance of $8,- 
182,250 of new bonds in exchange for 
outstanding bonds, 53,044 shares of pre- 
ferred stock in partial exchange for 
present preferred, and 249,401 shares of 
new common stock, also to be issued in 
part to holders of present preferred. 


Because large blocks of securities are 
held by European investors, reorganiza- 
tion plans of the Central and South West 
Utilities Company (Middle West Sys- 
tem) are being held in abeyance. 


The Portsmouth Gas Company of 
Portsmouth, Va., is contemplating issu- 
ing a limited block of 4 per cent preferred 
stock (par value $50 per share). This 
stock is preferred as to payment of divi- 
dends.and distribution of assets. The 
dividend is accumulative. This stock will 
be issued in the order in which applica- 
tions are received. 
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The Odyssey of Gas—A Record 
Of Industrial Courage 


oe 1945 the gas industry will celebrate 
the sesquicentennial anniversary of 
its commercial existence. For it was in 
1795 that William Murdock, a Scotch 
chemist, put into operation a small ex- 
perimental plant in the Soho district of 
London. Londoners were skeptical 
about the utility of this ghostly vapor 
cooked out of the coals of England. 
Even Sir Walter Scott, in a letter to a 
friend around that period, stated “there 
is a madman proposing to light the 
streets of London — with what do you 
suppose — smoke!” (Napoleon Bona- 
parte called it “une grande folie.’’) 

Yet only a few years later, in 1812, the 
Gas Light and Coke Company was in- 
corporated. And so strong has its hold 
become upon London that many of its 
citizens still cling to gas illumination. 

Aside from the elementary forms of 
distributing water supply and the primi- 
tive forms of common carrier transport 
available in the latter part of the eight- 
eenth century, the gas industry can thus 
claim to be the oldest of the great family 
of public utility industries—especially 
when we use the word “utility” in the 
modern limited sense of a necessary pub- 
lic service conducted under franchise 
over, under, and upon public streets and 
highways. 

Even in the United States the gas in- 
dustry, which made its first commercial 
appearance in Baltimore in 1817, pre- 
ceded by more than a decade the opening 
of the first passenger railroad in the 
United States. That was the horse car 
system of the Baltimore & Ohio Rail- 
road Company. It was not until 1831 
that the first train in the United States 
to be drawn by a steam locomotive huffed 
and puffed along the few miles which 
separate the cities of Albany and Sche- 
nectady. 
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URDOCK’s Soho plant was almost 
half century old before the f 
telegraph message to be sent in the his 
tory of the world traveled over the wir 
between Washington and Baltimore im 
1844. It had already celebrated its di 
mond jubilee when Alexander Grahag 
Bell invented the telephone in 187% 
which was, in turn, six years before E@j 
son threw open his Pearl street stationi 
New York city for commercial electn 
power operation in 1882. 

In addition to being the oldest of til 
utilities, the gas industry is deserving 
the reputation of being the toughest 
them all. On three different occasions 
has been counted down and out by eco 
omists, only to come back bigger and be 
ter than ever, until today it looks upon 
future, in America at least, of unpara 
leled opportunity for service and expat 
sion. 

This record of rugged perseverance! 
often obscured to the casual reader oft 
dustrial history by the dynamic and sej 
sational development of its more br 
liant baby sister—the electric power bus 
ness. It is easy to make superficial com 
parisons in favor of the latter by notia 
such statistical facts as the relative i 
vestment, which is almost three times: 
great in the case of the electric light at 
power industry in the United States: 
for the combined manufactured 3 
natural gas industry. 

Because of its mobility and diversi 
the electric power industry can get mo 
places, serve more people, and do mo 
things than the older and plainer memigy 
of the utility family. Yet the fact thd 
despite its relatively less flexible chara 
ter, the gas industry has made such ag 
transitions from moribund to thri 
economic status, is all the more cred 
able. Where other industries might w4 
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ave thrown up the sponge and gone the 
ay of the stagecoach and spinning 
heel and the snuffbox, the gas indus- 
ry has passed through these grave in- 
Hustrial crises with a minimum of inter- 
hal dislocation and a steady average 
prowth of customers, sales, and invest- 
ent. 


opay the gas industry has won such 
an important place in our national 
pconomy that it is recognized as an indis- 


if™putable supplement to the electric power 


i™ervice. The feverish competition of 
hree decades ago has died down into a 
ew isolated spots of overlapping service 
Marea, with little conflict remaining be- 
ween the two respective fields of major 
tility service. If a scriptural analogy 
ere permissible, this pair of industries 
ight be likened to the complementary 
services performed by the conscientious 
artha and her more versatile sister, 
ary, in the art of good housekeeping. 

The first major crisis in the life of the 
American gas utility industry had its in- 
eption in the troubled reconstruction 
lays which followed the Civil War. For 

ore than half a century gas utilities in 
he larger American cities had enjoyed 
h period of uninterrupted growth and in 

ost places prosperity for the investor. 
as illumination had marched into vir- 
ually every important municipal market 
without opposition. It was this very 
ourishing condition that attracted com- 
petition and it was as a result of this 
asteful competitive struggle in an in- 
lustry, where we know now local com- 
petition should not be permitted to exist, 
hich left the gas business for a number 
bf years trembling in the balance be- 
ween government ownership and con- 
inued private operation. 

In England, where John Stuart Mill 
ad already evolved his “theory of nat- 
ral monopoly,” the gas industry had 
survived the danger of desolating com- 
petitive struggle because the English 
ad officially endorsed the consolidation 
bf gas companies and developed the old 
ommon law doctrine of price control 
nto fundamental principles of public 
tility regulation similar to those we 
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know today. But in America a different 
public psychology prevailed. Competi- 
tion was universally regarded as the 
“life of trade.” The idea of giving any 
business a franchise monopoly, even of 
the most limited character, was looked 
upon with suspicion as “un-American.” 


HERE were other factors conducive 

to such unwise competition. Some 
companies had allowed the quality of 
service to suffer as the result of trying 
to expand too quickly during the pioneer 
years. And, of course, the inevitable lure 
of lush dividends encouraged promotion 
of ill-conceived enterprises and fran- 
chise mongering with city councilmen 
who were too often not entirely guided 
by the dictates of public interest. 

Here is a reflection of this sentiment 
in an editorial from the Baltimore Amer- 
ican of February 14, 1860 (Baltimore 
was suffering competitive pangs earlier 
than other cities, probably because the 
city got such an early start in gas serv- 
ice) : 

A well-managed competition is the only 
available remedy. It is not in the power of 
our lawmakers to keep the profits of any 
corporation within the prescribed limits. 
Perhaps the grant of a new charter might 
contain a saving clause providing for an in- 
spection of raw material, and compelling the 
present monopoly to manifest some slight 
regard for the eyes and temper of its cus- 
tomers. But a new company, with pluck 
enough and capital enough to stand a year 
or two of mutual throat-cutting, would be 
the most certain benefit to the community, 
and we should at least have gas at about 
one and a half dollars per thousand, while 
the stock would remain among the best pay- 
ing investments. In any event, the rival 
companies would each make good gas and 
strive to outvie each other in the matter of 
quality at least. 


Needless to say, the American gas 
consumers soon found that local utility 
competition was far from an unmixed 
blessing. The public grew weary of the 
interminable rate wars which were in- 
variably followed by a period of recoup- 
ment during which the victorious would 
attempt to make the price of the battle 
out of the consumers by way of in- 
creased rates. Investors suffered heavy 
losses through the manipulation of fly- 
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Courtesy, Louisville Gas & Electric Company 


A HALF CENTURY OF GAS LIGHT 


by-night paper concerns operating with 
“nuisance” franchises. The industry 
suffered because such an erratic and un- 
stable condition interfered with the nec- 
essary growth and improvement of 
service. Everybody suffered the incon- 
venience of city streets being constantly 
torn up and replaced by the installation 
and relocation of duplicate facilities. 
The situation in New York city alone, 
prior to the major gas company consoli- 
dations, threatened municipal chaos. 
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I’ was during this period that publi 
ownership made its serious challeng 
to the gas utility industry. Philadelpli 
was the only important city to take th 
route, but the agitation was much mo 
widespread. The first faltering attemp 
at regulation of licensed monopoly as% 
alternative to public ownership and 0 
eration were fumbling and cumbersoni 
Municipal ordinances and state legisi 
tures attempted to fix rates by arbitra 
fiat. Court reversals followed ; and r¢ 
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lation, such as it was at the turn of the 
wentieth century, was beginning to lose 
blic confidence. 

It was around this time that such pio- 
eers of regulatory reform as the then 
overnor of New York, Charles Evans 
ughes (now Chief Justice of the U. S. 
upreme Court) devised the modern 
lea of scientific, specialized commission 
culation, whereby utilities such as gas 
pmpanies are allowed local territorial 
honopolies upon condition that they 
bject themselves to continuous inde- 
endent public supervision as to their 
ntes, service, and so forth. The indus- 

’s leaders soon sensed the fact that 
ng-range salvation lay in the direction 
f successful public regulation, and 
ortsighted opposition to regulatory re- 
orms rapidly disappeared. 

Thus did commission regulation come 
D the rescue of the gas industry at a 
me when an economic siege of nearly 
prty years was threatening to force it 
hto the hands of public ownership. Since 
at time public ownership has never 
een a serious threat to the gas industry 
self. Other utility industries might 
ell wish that particular bridge equally 
pr behind them. By the same token, the 
as industry, in bearing the brunt of the 
ansitional discomforts which preceded 
he establishment of regulation, smoothed 
he path for the development of electric 
d communications utilities which were 
» follow. For the most part they never 
ad to go through the ordeal which ac- 
pbmpanied the birth pangs of regulation. 


HE second industrial crisis for the 

gas business came as a result of 
dison’s discovery of the incandescent 
ectric bulb and his establishment of the 
pbmmercial electric power business. The 
tter happened in 1882, but the full im- 
act of the commercial rivalry was not 
elt by the gas industry until after the 
m of the century and just about the 
me when it was getting its regulatory 
roblem straightened out. 
Paul Ryan, chief statistician of the 
merican Gas Association, in an ad- 
ress to the American Life Convention 
arly this year, sketched this second 
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crisis in picturesque fashion. He stated 
in part: 


Here was something much more serious 
than the previous competition which had 
been limited to two or more gas companies 
struggling for the lighting business in the 
same territory. Although gas lighting was 
then considerably cheaper than electricity, 
the industry adopted an aggressive program 
of improving its lighting equipment and 
service. At the same time, however, it be- 
gan to do something radically new. It be- 
gan to develop an entirely new and hitherto 
untapped market, the use of gas for do- 
mestic cooking. Forty years later, by the 
time the gas lighting load had become negli- 
gible, the sale of gas for domestic cooking, 
water heating, and other purposes had in- 
creased elevenfold over the 1880 figure, 
with hardly a dent in the steadily rising 
curve of gas sales to mark the onset of elec- 
tric lighting. 

It may well be doubted whether any other 
major American industry ever made such a 
complete adjustment so smoothly and ef- 
fectively. But the gas industry does not wait 
to merely recognize the necessity of change 
before acting; it anticipates and prepares 
for changes long before they have become 
manifest and obvious. From the very na- 
ture of its business it must do so, for ad- 
justing a $5,000,000,000 industry to the 
changing habits and desires of the 81,000,000 
people it serves is something that cannot be 
done overnight. 


Mr. Ryan’s reference to the changing 
habits of the American public brings us 
to the third great crisis in the life of the 
gas industry—that which had to do with 
readjusting the gas business to the post- 
war period of industrial expansion in 
America and bringing it through the bit- 
ter years of the recent economic depres- 
sion. Because this third major readjust- 
ment overlapped by a number of years 
the gas industry’s struggle to emerge in- 
tact from economic competition with 
electric power, this third crisis may be 
looked upon as a hangover or prolonga- 
tion of the second. 

But there were new complicating fac- 
tors which made the process of stream- 
lining the gas industry a critical indus- 
trial surgical operation in its own right. 
There was, for example, the sudden 
surge in large-scale, long-distance pipe- 
line’ building which accompanied the de- 
velopment of the western oil fields dur- 
ing the twenties. True, the cheaper and 
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higher-grade supply of natural gas was__ well in the United States—then a ye 
almost as old in the United States as the old.) 

manufactured gas industry itself. (Gen- 

eral LaFayette in 1825 had journeyed to ET for almost a century natural g 
Fredonia, N. Y., to witness the first gas continued to be a fairly local 
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With the coming of 


| 000-mile pipe lines, however, the plenti- 


il supply of natural gas from the South- 


Mest was soon tapping at the doors of 


portant municipal centers of the East 
d Middle West, to the temporary em- 
brrassment of established manufac- 
ired gas enterprise. Obviously, this sit- 
ntion placed heavy demands upon the 
plomacy, resourcefulness, and far- 
ghtedness of the industry’s leaders to 
eep the gas business from again run- 
ng aground on the treacherous shoals 
f intra-industrial war. 

Again, there was the problem posed 


By the almost overnight changes in the 


ing habits of the American people, 


Mready mentioned. Speaking about this 


bject in January, 1930, when the de- 
ession had scarcely been felt, Mr. 
yan stated : 


Of course, we all realize that the past few 
years have witnessed profound economic 
changes in the living habits of the American 
people, and that these changes have had 
far-reaching effects on the use of gas in the 
home. 

For example, from the year 1910 to 1920 
the number of American families increased 
by about 20 per cent. At the same time the 
number of restaurant keepers increased by 
over 50 per cent, the number of servants 
employed in homes and domestic establish- 
ments decreased 14 per cent, while the vol- 
ume of business of the commercial laun- 
dries increased some 55 per cent. 

In the field of food preparation outside 
the home, we find that from 1914 to 1925 
the output of bread and other bakery prod- 
ucts from commercial establishments in- 
creased by over 150 per cent. Food pre- 
pared in commercial canning and preserving 
establishments increased nearly 180 per cent, 
while the preparation of goods commonly 
known as delicatessen increased by about 200 
per cent. 

In the New York metropolitan region 
alone the number of lunch rooms and res- 
taurants increased over 100 per cent, as com- 
pared with a 13 per cent increase in popu- 
lation in the metropolitan area during this 
same interval. 

Another factor contributory to this whole 
general problem is revealed by a study of 
building construction figures. In 1921, 58 per 
cent of the families provided for in all types 
of new buildings were to be housed in one- 
family dwellings, but by 1927 this percentage 
had fallen to 38 per cent. Apartments or 
multi-family dwellings had increased over 
the same period from 24 per cent of the 
total new construction to nearly 50 per cent, 


indicating a decided trend toward apart- 
ment-house construction. 

The full significance of this trend toward 
apartment-house construction is emphasized 
when we recall that it is usually the apart- 
ment-house dweller that is the so-called con- 
venience user of gas, frequently necessitat- 
ing for his gas service an investment on the 
utility’s part which is disproportionate to his 
use of the service. 

These, then, are but a few of the basic 
economic factors which have tended to 
militate against the increased use of gas in 
the home. 


[’ any conservative banker with a mag- 
ical foreknowledge of what was in 
store for business generally during the 
succeeding depression years had been 
called upon to pass judgment upon the 
economic future of the gas business at 
the time Mr. Ryan was painting that 
dark picture in 1930, it is quite possible 
that he would have said “three times and 
out.” Still darker days were ahead and 
yet the industry did not give up. Mr. 
Ryan stated in March, 1939: 


As the depression deepened it became 
manifest that the industry was suffering not 
only from the general economic distress 
common to all industry, but to a marked 
extent from the changing habits and desires 
of the public mentioned above. 

As the depression began to lift in 1933, 
these latter factors peculiar to the gas in- 
dustry seemed to increase in intensity, in- 
hibiting the upward trend that began to 
characterize most other industries. 

But efforts were not relaxed. On the con- 
trary they were redoubled. More and more 
stress was placed on merchandising and 
sales promotional activities, to be climaxed 
in 1935 by the inauguration of a national 
advertising campaign to bring home to the 
public the numerous improvements effected 
in the design and construction of gas ap- 
pliances. 

Perhaps the dominant factor motivating 
this improvement in gas appliance per- 
formance was the establishment in 1924 of 
the American Gas Association Testing Lab- 
oratory. Based on the concept that the best 
interests of the public may be served to the 
fullest possible extent by testing and iden- 
tifying gas appliances which meet basic na- 
tional requirements for safety, durability, 
and efficiency, this laboratory, which tests 
more than 90 per cent of all gas appliances 
sold in this country and Canada, has stead- 
ily and consistently raised its minimum 
standards for certification, with a cor- 
responding effect in the performance char- 
acteristics of gas appliances. 
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Thus from 1927 to 1937 the efficiency 
of the average gas range was increased 
15 per cent, while the efficiency of gas 
water heaters was raised 30 per cent. 
With traditional long-range vision, the 
industry had resisted the temptation to 
shelve appliance efficiency because of the 


That this remarkable recuperatj 
power of the gas industry has not fail 
to impress disinterested financial circ| 
can be seen in the following pass 
taken from the Index (autumn, 1939 
published quarterly by the New Yo 
Trust Company: 


resulting economy in consumption. In- 
stead it decided in favor of a policy of 
good will that has once more lifted the 
gas business to a firm position in public 
confidence. During those Valley Forge 
days of the gas business, its leaders kept 
the faith by dedicating themselves to the 
proposition that the “gas industry is def- 
initely in business for the long run.” 


Efe was the spirit that had survived 
the security panics of the eighties 
and the franchise battles of the nineties. 
This was the spirit that had enabled the 
business to make an orderly retreat from 
the field of illumination after fighting a 
valiant battle against electric light com- 
petition by means of early gas-light im- 
provements. It was this spirit which en- 
abled the American Gas Association in 
1938 to report a definite reversal in the 
downward trend which had character- 
ized the industry’s base load and resi- 
dential sales during the better part of the 
preceding decade. 


A total of 17,135,000 customers, in 19 
an increase of 180,000 over the 1937 total, 
the largest number ever served by manufy 
tured and natural gas companies which sy 
ply towns and cities with a combined pop 
lation of about 81,000,000. To provide se 
ice to these consumers, representing roug 
three-fifths of all American households, r 
quires a total investment in plants 
equipment by the gas industry of almo 
$5,000,000,000. 

According to preliminary estimates, rev 
nues of the industry, including both natu 
and manufactured gas, amounted to abo 
$786,576,000 in 1938, a decrease of 1.8 
cent from 1937. Sales of manufactured 
last year aggregated, it is estimated, $36) 
714,000, an increase of 2.2 per cent over 19 
Revenues of the natural gas compani 
totaled $418,862,000, a decrease of 5.1 
cent from the preceding year. 

Total sales of manufactured gas for d 
mestic uses, other than house heating, w 
reported at 198,331,000,000 cubic feet, a ga 
of 1.5 per cent for the year. House-heati 
sales gained by about 10 per c 
even though mild temperatures prevail 
throughout the year in most sections of 
United States. Sales of natural gas { 
domestic uses, which, it is claimed, are s 
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stantially affected by weather conditions, 
decreased from 359,294,000,000 cubic feet in 
1937 to 350,143,000,000 cubic feet in 1938, a 
loss of 2.5 per cent. Sales of manufactured 
gas for industrial and commercial purposes 
gained about 1.0 per cent, despite business 
stagnation, increasing from 107,433,000,000 
cubic feet, in 1937, to 108,507,000,000 cubic 
feet, in 1938, but sales of natural gas for in- 
dustrial and commercial purposes declined 
from 784,632,000,000 cubic feet, in 1937, to 
680,910,000,000 cubic feet, in 1938, a loss of 
about 13 per cent. 

The total production of natural gas last 
year, including the amounts used in making 
carbon black and for field purposes was es- 
timated at the end of the year to constitute 
a new record output of more than two and 
one-half trillion cubic feet, approximately 
2.0 per cent above the previous all-time 
peak reached in 1937. This was approxi- 
mately six times the comparable figure for 
three decades earlier. 

Known proven reserves of natural gas in 
this country are believed to amount to be- 
tween 60 and 75 trillion cubic feet, or at the 
current rate of consumption to about 25 to 
30 years’ supply.* Authorities assert that 
continued exploration, improvement of drill- 
ing technique permitting penetration to 
greater depths, and the search for petroleum 
are bound to uncover additional reserves of 
natural gas. 

With more customers, greater total sales, 
and larger revenues last year than in 1929, 
the natural gas industry has proved its vital- 
ity during the depression. 


B" the gas industry is not resting 
upon its record of recovery. It is 
looking forward to higher peaks of utili- 
zation. The utility executive, Percy S. 
Young, chairman of the executive com- 
fmittee of the Public Service Corpora- 
tion of New Jersey, in the course of a 
recent address before an executive con- 
ference of the American Gas Associa- 
tion, stated: 


Gas for the four big domestic jobs—cook- 


*Ralph W. Richards, U. S. Geological Sur- 
vey expert, writing in the report of the 
Energy Resources Committee to the National 
Resources Committee, January, 1939 (page 
297), states: “The discovery of important gas 
reservoirs ..., notably by deeper drilling in Cal- 
ifornia, the Rocky mountain area, and in the 
North Central states, warrants the opinion that 
the known natural gas reserves of the nation 
are at least of the order of a hundred trillion 
cubic feet, or in excess of thirty years’ sup- 
ply in terms of the present high rate of utili- 
zation.” 
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ing, water heating, house heating, and ré- 
frigeration—offers the opportunity for one 
of the greatest advances in the history of 
the industry. The increasing public selec- 
tion of gas as the fuel for the major house- 
hold jobs is another indication of the pre- 
ferred position of gas in the modern home. 
The gas industry is fully prepared to take 
advantage of the opportunities presented by 
the rapidly expanding home-building pro- 
gram in this country. 

The industry has recently completed a 
survey covering the utility characteristics 
of more than 104,000 one- and two-family 
homes constructed in 1938, this accounting 
for nearly 70 per cent of the entire number 
of one- and two-family homes built in the 
United States last year. For this group of 
more than 104,000 new and modern dwell- 
ings, of which 68,000 were located in the 
territory of natural gas companies, 88 per 
cent reported the use of gas for cooking, 74 
per cent reported gas for water heating, 57 
per cent used gas for house heating, while 
12 per cent reported the installation of new 
gas refrigerators. 

Here is concrete evidence that gas service 
has not only maintained but even enhanced 
its acceptance as an integral and most es- 
sential part in the service of the home.... 

House Heating.—Faced with keen com- 
petition, gas house heating has made out- 
standing gains. Manufactured gas sales for 
residential house heating increased every 
year throughout the depression, and in 1938 
were almost four times the 1929 sales. Gas 
house heating entrenches the three other 
services of cooking, water heating, and re- 
frigeration. 

Air Conditioning —The market for air 
conditioning is rapidly growing. Air-con- 
ditioning equipment can be used to good ad- 
vantage wherever people live, work, or play. 
The application of gas-operated absorption 
type direct dehumidification equipment as 
applied to the air-conditioning field is mak- 
ing excellent progress. Air conditioning has 
been termed the nation’s next great busi- 
ness. It carries a great opportunity for the 
gas industry. ... 

It has been shown that the gas business 
has a frontier still to be developed and that 
it is in a sound competitive position for all 
the uses in which fuel can be utilized for 
domestic, commercial, and industrial pur- 
poses. The industry looks upon past 
achievements as mere stepping-stones to the 
broader fields of service which lie just 
ahead. 


Even the recent outbreak of interna- 
tional conflict, with its resulting impact 
upon the economic life of the United 
States, suggests more work for the gas 
industry, especially for its industrial 
and commercial service. It will be noted 
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HOW THE GAS BUSINESS CAME THROUGH THE DEPRESSION 


from the charts on page 504 that 
American industry during the last few 
years has become a bigger and bigger 
customer for both manufactured and 
natural gas service. Increase in such in- 
dustrial activity, which is certain to fol- 
low if the United States should, once 


more, find itself in the position of 
sioning and munitioning belligerent 
ers (to say nothing of the possible i 
creases in South American commerce 
is bound to be reflected in bigger 1 
trial and commercial gas sales. 

—F. X. W. 





An X-ray Picture of the Federal 
Power Program 1933-39 


HE Federal government has been 

moving so fast and on so many 
fronts in its public power program that 
even the most avid follower has had dif- 
ficulty over the past six years in catching 
up with it long enough to obtain a satis- 
factory picture of the situation, balanced 
in true perspective, which would stay put 
for any length of time. The periodic re- 
leases of Federal funds into such diverse 
channels as Federal projects (TVA and 
Bonneville, etc.), non-Federal projects 
(Santee-Cooper and the Nebraska public 
power districts, etc.), PWA municipal 
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plant financing, and REA rural 
erative financing, have rolled over 
records like successive waves of an un 
ending golden tide, obliterating the 
marks which were there before. 

But thanks to a combination of shift: 
ing public sentiment, congressional in- 
dependence, and, to some extent, a seem 
ing surfeit of federally inspired and sub- 
sidized public ownership agitation, the 
golden tide has abated, temporarily 
least. It has not receded; the force of 
Federal commitments through various 
government bureaus still sends _ its 
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WHAT OTHERS THINK 


treams into the farthermost reaches of 
e American hinterlands. But, at any 
ate, we are now going through a suffh- 
iently static phase for statistical survey- 
brs to get out a map of the existing situa- 
ion that will remain exceedingly valu- 
bble for many, many months to come. In 
such a now-it-can-be-told atmosphere, a 
surprisingly prompt, yet complete and 
painstaking, chart has already arrived. 


A HALF-MILLION dollars a day over a 
period of six years is a sizable sum 
pven in these days of astronomical fig- 
res representing expenditures of the 
Federal government. The total of this 
average daily flow from the U. S. 
reasury—amounting to $1,171,955,934 
is even more impressive when one 
realizes that it represents the cost to date 
of projects designed directly or inci- 
dentally to produce and distribute elec- 
tricity. By adding the sum of $589,887,- 
30 required to carry authorized proj- 
ects to the ultimate stage contemplated 
nder present plans, the grand total of 
$1,761,843,264 for this one governmental 
activity equals two and one-half times 
otal Federal appropriations in 1914. 
The foregoing figures are taken from 
a mass of detailed data accompanying a 
4-color map presenting a complete pic- 
ture of the Federal power project from 
1933 to 1939, prepared by P.U.R. Ex- 
ecutive Information Service. The map 
shows the locations of all Federal power 
projects, state and district power proj- 
ects financed by the PWA, the areas 


covered by rural electrification projects 
financed by the REA, and municipal 
electric plants financed by the PWA. As 
to the last-mentioned group, symbols in- 
dicate new competitive plants, existing 
noncompetitive plants, and existing com- 
petitive plants. The picture is rounded 
out by showing the locations of prospec- 
tive Federal projects. 


HE tabulations show the total ap- 
propriations, including the fiscal 
year 1940, for each of the Federal proj- 
ects now under construction, and the 
estimated amounts required to complete 
them in accordance with present plans. 
The initial and ultimate generating ca- 
pacity of each project also are shown. A 
separate table presents similar detailed 
data for the TVA dams. Loans and 
grants and generating capacity for state 
and district power projects are found in 
another table, and the total of REA 
loans, by states, is tabulated with the 
number of borrowers. The municipali- 
ties which have received Federal aid are 
listed in a table showing the loans and 
grants made for the construction of new 
electric plants or the expansion and im- 
provement of existing public systems. 
The entire compilation was made from 
governmental data and presents a com- 
plete and authentic picture of the Fed- 
eral power program since 1933. 
FEDERAL FINANCING AND LOCATION OF PUBLIC 
Power Projects: 1933-1939. P. U. R. Ex- 
— Information Service. Washington, 





Bright Outlook for Oil and Gas Industries 


“CO ONTRARY to the outlook for most of the other extractive industries, it is expected that 

over-all employment opportunities in oil and gas production probably will increase for 

the next decade and a half, although the manpower requirements of the different divisions of 

the industry will vary. The upward trend of employment at oil and gas wells—characteristic 

- developments until 1929—has been resumed and probably will continue for the next ten or 
teen years... 

“From the commercial beginning of each division of the industry down to the time of the 
great depression, production showed an almost uninterrupted increase. The rate of growth, 
moreover, has been rapid, and the period of greatest expansion was the post-war decade, when 
the growth of production of other minerals was slowing down. In this period the output in all 
branches of the petroleum and natural gas industry more than doubled. Even the depression 
served as only a temporary check; in 1937, production, with the exception of natural gasoline 
extraction, exceeded all previous records. As a restilt, the petroleum and natural gas industry, 
measured in terms of value of products, now ranks as the country’s most important mineral 
industry . . .” 

—Report of a WPA National Research Project. 
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Notes on Recent Publications 


Automotive News. Highway Users’ Defense 
Edition. First printing, May 13, 1939 


IRRESISTIBLE EvipENCE. Notes on antitrust and 
similar cases. Privately distributed by 
Ford, Bacon & Davis, Inc. New York, N. Y. 

While this little pamphlet is an open plug 
for the engineer economist in the prepara- 
tion of regulatory cases in collaboration 
with regular legal counsel, it contains an 
interesting review of the increasing com- 
plexity and intensity of government regu- 
lation on various statutory fronts, includ- 
ing antitrust prosecution, trade practice 
litigation, Robinson-Patman Act, chain 
store taxes, and labor cases under the Wag- 
ner and Fair Labor Standards Act—all of 
which require expert research assistance to 
cope with the increasingly efficient and suc- 
cessful prosecution staffs of the various gov- 
ernment bureaus. First we learn that the 
FTC has won about 60 per cent of its cases 
in the last fifteen years, the SEC, only five 
years old, has accumulated a staff of 1,200 
composed of engineering economists and in- 
vestigators whose findings guide the gov- 
ernment lawyers. The antitrust division 
of the Department of Justice has jumped 
from five lawyers during Teddy Roose- 
velt’s antitrust campaign to 200 under the 
new appropriation for 1940. This trend 
seems to rebut the oft-repeated complaint 
that government regulation cannot hold its 
own with high-price corporation defense. 
If anything, the shoe seems to be on the 
other foot. 


1938 AcciDeNT RATES IN THE PusLic UTILITY 
InNpustriEs. Released by the National Safe- 
ty Council, Inc. 20 North Wacker Drive, 
Chicago, III. 

This booklet of 31 pages is made up of 
valuable statistical information concerning 
the accident rates in various utility indus- 
tries, as compared with other industrial 
lines. The outstanding fact was that 1938 
injury rates for all utilities averaged 11.37 
per cent for frequency and 1.97 per cent for 
severity, as against an all industrial average 
of 12.18 for frequency and 1.53 for severity. 
These utility accident rates show a consid- 
erable improvement over 1937 and since 
1926 frequency has declined 79 per cent 
and severity 65 per cent. Telephone and 
telegraph companies have the lowest injury 
rates. The Nebraska Power Company holds 
the best known no injury record among 
public utilities—4,101,044 man-hours—a rec- 
ord begun in July, 1931, and terminated in 
September, 1934. Unnecessary exposure to 
dangers was listed as the outstanding un- 
safe act reported in 119 fatalities and dis- 
abilities, 


Srenvinc. Results of survey of popu, 
opinion conducted and released by the N, 
tional Association of Manufacturers. Ne 
York, N. Y. July 24, 1939. 

Results indicated that 58 per cent of popy 
lation favor reduction of governme 


ing the amount, and 23 per cent satisfied 
the balance uncertain. On the subject of tax. 
ation 48 per cent favored a reduction ty 
increase prosperity, 2 per cent for an in 


24 per cent for increased pal me 20 per 
cent for old-age pensions, with the balane: 
scattered. 


RapIo AND PropaGANDA. By Seymour \ 
Siegal. Air Law Review. April, 1939. 


Retait Crepit Survey, 1938. Edited by Mal: 
colm L. Merriam, Chief Credit Analyst of 
the Marketing Research Division, Bureau of 
Foreign and Domestic Commerce. Serie 
No. 109. 179 pages. Obtainable from Gov- 
ernment Printing Office. 20¢ per copy. 

This is an analysis of credit sales, bad debi 
losses, and installment terms in 14 different 
trades, which include household appliances 
merchandising of interest to utility opera. 
tors. In general terms this report shows 
decline in cash sales during 1938 of 8.6 per 
cent as compared with the previous year, 
while the decrease in all retail credit sales 
during the year amounted to 16.5 per cent 
Installment sales, which were about one- 
tenth of the total retail sales, declined 28; 
per cent. Charge account sales were off 103 
per cent. 

The major volume of installment sales ap- 
pears to be in consumer durable goods, in 
which liberal credit terms during 1936 ani 
1937 speeded up the rate of transactions for 
automobiles, appliances, and other durable 
goods, which the report says was responsible 
in some degree for the stagnation of these 
lines throughout 1938. Of the 14 retail 
trades covered in this survey, none reported 
a significant increase in charge acount 
bad-debt losses for 1938. On the contrary 
the weighted average loss actually decreased 
in 1938 to 35 cents per $100 of open credit 
sales as against 37 cents in 1937. 

THE URGE TOWARD INTEGRATION. Financidl 

World. July 12, 1939. 

Discussion of the effect of reorganization 
under the Holding Company Act upon such 
organizations as Stone & Webster, North 
American, Lone Star Gas, Internationa 
Paper & Power, Cities Service, Standard 
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he March of 
Events 


Bonneville Administrator 
Outlines Policies 


r. Paul J. Raver, Bonneville adminis- 
trator, in his first public address on 
September 20th, said the vast power of Bonne- 
ville dam “is intended to implement all present 
facilities—not to supplant them.” Speaking 
over Portland station KEX, he outlined briefly 
the policies of his administration. He said: 
“We are building our lines and substations 
to make most effective use of existing 
properties—both public and private. Bonne- 
ville will not destroy or impair a single dollar 
of legitimate investment. 

“The attitude of the companies toward the 
public districts which wish to purchase their 
lines is a question that concerns us, but over 
which we have little control. I shall use my 
influence to see that investors receive a fair 
price for their properties and that existing 
skilled personnel is retained by the public dis- 
tricts.’ 

Commenting on farm power rates, he said: 

“Bonneville’s low wholesale rates should per- 
mit use of much more power on the farm. 
Codperative associations now are paying 
nearly 14 cents a kilowatt hour for wholesale 
energy. Bonneville will charge one-half cent 
and less. The national electrification adminis- 
tration has promised to assist in every way, in- 
cluding financing, to help bring Bonneville 
power to farmers now without service.” 

Concluding, he said “low power rates for 
home, farm, and for industry are a local re- 
sponsibility. Every person who turns a switch 
has an immediate stake in Bonneville dam.” 


U. S. Chamber of Commerce 
Reports 


Bee U. S. Chamber of Commerce com- 
mittee for natural resources, in a recent 
statement concerning policies respecting fuel 
and power supplies, said “any consideration of 
factors affecting current business activities 
must give serious attention to government 
policies respecting the industries that supply 
uel and power; namely, the coal, petroleum, 
power, and gas industries. Governmental 
agencies have been pointing repeatedly of late 
to the need of regulation and codrdination of 
the country’s fuel and power supplies. Our 
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report points out that water power, coal, and 
natural gas are already partially under Fed- 
eral regulation. Petroleum, the only major 
fuel resource that is not under Federal regu- 
lation, is now the subject of proposed Federal 
regulation in a bill before Congress which has 
much official backing.” 

The chamber’s policies have consistently 
supported the retention of state control over 
the natural resources of the states. The com- 
mittee concluded that the fuel and power in- 
dustries—coal, petroleum, electric utilities, 
natural gas—constitute a large and vital part 
of business. Their competitive relationships 
are so close that Federal regulation of one 
must, in all probability, result in Federal regu- 
lation of the others. 

Proposals for Federal control of these re- 
source industries should, therefore, be con- 
sidered in the light of the extent to which 
government regulation would be exercised over 
a great segment of private business; also, the 
effect upon states in the proper exercise of 
their authority over their natural resources. 

The committee said the situation called for 
renewed support of the chamber’s position in 
advocating voluntary arrangements by the 
operators in the respective industries, whereby 
the problems confronting them can be met by 
measures of self-regulation. It stated in its 
report that attention should also be directed 
sharply to the extent to which Federal regu- 
lation of fuel and energy industries may under- 
mine the responsibility and authority of the 
states with respect to their natural resources. 

In its report on “Government Relation to the 
Electric Utility Industry,” the committee con- 
cluded that development of codperative rela- 
tionships whereby private utilities are given 
opportunity to distribute power generated at 
government hydroelectric dams should be en- 
couraged. “It is an economically sound prin- 
ciple as contrasted with the wastefulness of 
government duplication of existing privately 
owned facilities. Development of this prin- 
ciple would also do much to remove the threat 
of government competition that has held back 
needed growth in the private utility industry.” 


Railroads Pledge National 
: Program 


HE Association of American Railroads 
gave a pledge to the nation on September 
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19th that adequate transportation facilities 
would be provided to meet any emergency de- 
mands. Representatives of member lines, 
after a meeting in the office of J. J. Pelley, 
president, issued a statement in which it was 
stressed that extra equipment not needed in 
the last few years was being repaired, and 
that new equipment would be purchased in 
consonance with traffic volume and earnings. 

The position of the railroads and their plans 
to meet current increased demands and any 
further needs occasioned by an emergency was 
outlined by the carriers’ representatives in 
part as follows: 

“There will be adequate railroad trans- 
portation in the United States for any in- 
creased business now in prospect. To insure 
that this will be the case, the railroads are 
agreed upon a policy of putting into repair 
their cars and engines which have not been 
needed to handle current business. In addi- 
tion, as traffic and earnings may justify it, 
additional equipment will be ready to meet de- 
mands which may develop. 

“The railroads are putting themselves in 
readiness in advance of demand. They do this 
in spite of the fact that of late years traffic 
has not required, and earnings have not been 
sufficient to permit, them to keep all facilities 
in immediately serviceable shape. As they did 
in 1923, however, railroads have determined to 
spend money which they have not earned in 
order that they may meet a public need, on 
the faith that there will be hereafter a square 
deal in public transportation policies. 

“The railroads enter upon this program 
with full knowledge that there are fewer 
freight cars and engines in the United States 
than there were in past years. Present-day 
equipment, however, has more capacity and 
greater efficiency than the larger number of 
units in which the business was handled twenty 
years ago. As compared with 1918, for 
example, the average car has eight tons more 
carrying capacity, and the average locomotive 
has 43 per cent more pulling power. Freight 
trains move more than 60 per cent faster, on 
the average, than they did then, and the hourly 
output of transportation of each train averages 
more than twice as much as at that time... . 

“War-time operations and the insufficient 


earnings of the 1921 depression produced 3 
situation on the railroads not unlike that of 
today. In the spring of 1923, however, faced 
with the prospect of rising traffic, the railroads 
met, in much the same way in which they haye 
met today, to consider ways and means of 
meeting, adequately, efficiently, and econoni. 
cally, all interested demands of commerce, 
From that day to this, as one result of the 
program inaugurated at the meeting in 1923 
there has been no general shortage of railroad 
transportation capacity on this continent. . ..” 


TVA Official Resigns 


T= Tennessee Valley Authority recently 
announced the resignation of John B, 
Blandford, Jr., as general manager and the 
appointment of Personnel Director Gordon ¢ 
Clapp to succeed him. 

Blandford, the announcement said, had been 
appointed assistant director of the Bureau of 
the Budget in the executive offices of Preii- 
dent Roosevelt. Prior to joining the TVA 
in September, 1933, as assistant to former 
Chairman A. E. Morgan, Blandford was Di- 
rector of Public Safety at Cincinnati. 

Clapp came to the TVA in July, 1933, from 
the University of Chicago, where he was doing 
graduate work. 


Power Shortage in Japan 


A shortage of electric power in 
Japan which has curtailed industrial pro- 
duction in that country was reported to the 
Department of Commerce recently by its 
attaché in Tokyo. 

A department statement said the shortage 
was caused by the scarcity of coal and also 
by drouth which has hindered hydroelectric 
stations. The Department of Commerce state- 
ment said: 

“The power shortage has been so acute that 
many industrial concerns have been unable to 
maintain their production schedules. The 
electro-chemical industry in particular has 
suffered from this shortage. Authorities are 
reported to be concerned over the reduced 
production of sulphate of ammonia, calcium 
cyanimid, and carbide.” 


pe 
Alabama 


City Faces Claim 


ONTENDING “conversion and wrongful tak- 
ing” by the city of Decatur of materials 
constituting electric range and water heater 
installations, the Alabama Power Company 
recently filed a claim against the municipality 
tor $48,050. 
The claim grew out of the beginning of 
operation of the municipal light and power 
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system in March of this year, which was com- 
pleted last spring at a cost of more than $365, 
000. The claim set out that the materials 
named were owned and belonged to the power 
company at the time of the conversion and 
“wrongful taking.” 

The power company asked $16,600 in the 
first group of electric range and water heater § 
installations in which 166 customers were in-§ 
volved, at the rate of $100 per customer; $31,- 
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650 in the second group, electric range in- 
ctallations, naming 635 customers at the rate 
of $50 a customer ; and $800 in the third group, 
water heater installations, 16 customers, at 
the rate of $50 each. 


Seeks Own Power Board 


LTHOUGH provision was made in the 
A Shaver bill for setting up utility adminis- 
tration boards in any municipality in Alabama 
having a city-operated electric distribution 
system, Bessemer was reported last month to 
be seeking authority to do this under a local 
measure introduced recently by Representative 
W. S. Welch and placed on the calendar by 
the Jefferson delegation for passage next June. 

Welch’s bill, reportedly sponsored by Mayor 
Jap Bryant and other officials of that munici- 
pality, provides for creation of a 3-member 


measure would specifically prohibit any mem- 
ber of the Bessemer governing board from 
being named to the proposed board. Members 
also would serve without pay. 

The statewide bill, sponsored by Senator 
Charlie Shaver, of Huntsville, and passed by 
both houses, authorizes any municipality hav- 
ing a city-operated distribution system to set 
p an administrative board to supervise the 
operation. 

Senator James A. Simpson wrote an amend- 
ment into the bill providing that all em- 
ployees under such boards be qualified under 


civil service, in municipalities having merit 
systems, such as Bessemer. 

Specific exemption from the Booth law was 
granted Bessemer and all other municipalities 
in the state having power distribution systems, 
installing such systems, or those having voted 
to install them, in final amendments to the 
law passed by the state legislature last month. 
Bessemer also was permitted to carry out its 
original plans to extend its power lines be- 
yond city limits to specific points, as was the 
city of Tarrant. 

Final amendments to the Booth law, spon- 
sored by Governor Dixon and agreed to by the 
Alabama League of Municipalities and Ala- 
bama Power Company, brought the release of 
Federal funds on PWA projects in Alabama 
aggregating more than $14,000,000. The funds 
had been withheld by Federal Works Adminis- 
trator John M. Carmody, who objected to 
original provisions of the Booth law. 


Gas Rate Cut Approved 


HE state public service commission on 
September 23rd approved a special rate 
for customers of the Birmingham Gas Com- 
pany using central residential heating plants. 
The commission estimated the new schedule 
would result in an average saving of approxi- 
mately 16 per cent to such customers. Under 
the new schedule the net rate will be 45 cents 
per thousand for the first 10,000 cubic feet; 
35 cents for the next 20,000; and 25 cents for 
all in excess of 30,000. 


Arkansas 


Utility Sets Price 


HE Harrison city council, negotiating for 
the purchase of the Harrison property 
of the Arkansas Power & Light Company, 
vas told last month by Frank M. Wilkes, 
general manager, that the company would ask 
trom $450,000 to $500,000 for the property. 
Approximately half of this sum would 
epresent physical value, and the rest “sever- 
ance damage,” or damage to the balance of the 
nterconnected system through removal of the 
Harrison property. 
Mr. Wilkes declared the Harrison unit was 
he “heart” of the Ozarks division, and fur- 
ished at least half the revenue. Loss of the 
arrison unit, Mr. Wilkes said, would cripple 
he entire division and raise the cost of serv- 
cing other towns and rural lines. 
The Arkansas Power & Light Company 
plans to build a transmission line from Bates- 


513 


current from Oklahoma. He argued that 
Harrison could wait three years and buy the 
property without paying any severance 
damage. He said it was the policy of the 
Federal government to encourage municipally 
owned distribution plants in areas adjacent to 
Federal power dams. 

The council voted to defer action until an 
appraisal report of the city’s engineer. It was 
believed at that time the city would make a 
counteroffer to be submitted to the state 
utilities commission for arbitration. 


Rate Schedule Filed 


A SCHEDULE of electric rates for Little Rock, 
announced sometime ago by the Arkansas 
Power & Light Company, was filed in the 
city clerk’s office recently. The rate was effec- 
tive beginning last month. 

The residential rate is a flat charge of 60 
cents per month, plus 3.5 cents per kilowatt 
hour for the first 100 kilowatts, 3 cents per 
kilowatt for the next 100, and 2 cents for all 
additional kilowatt hours. For controlled elec- 
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tric water heating service, a minimum charge 
of $2 per month was fixed, although the rate is 
one cent per kilowatt hour. The sales tax is 
added. 


Gets Gas Permit 


HE Louisiana-Nevada Transit Company 

of Ada, Okla., would be granted a permit 

by the state utilities commission to distribute 
natural gas in southwest Arkansas in compe- 
tition with the Arkansas Louisiana Gas Com- 
pany, the state commission announced recently. 
The new company sought authority to build 

a 75-mile pipe line from Cotton Valley, La., 
into Arkansas at a cost of approximately 
$440,000. It proposed to sell gas to the Ideal 


Cement Company’s plant at Okay, Howard 
county, and to the Hope Brick Works ané 
the Hope Light & Water Company’s gener. 
— plant for 10 cents per thousand cubic 
eet. 

At an extended hearing before the commis. 
sion sometime _ ago, representatives of the 


feet, a reduction of about 30 per cent, if the 
commission would protect the company from 
charges of discrimination against other cus. 
tomers. 


California 


Franchise Approved 


ou of perpetual franchises to the Pacific 
Gas and Electric Company for a lump 
sum of $400,000 and an annual tax of about 
$160,000 was aproved unanimously by the San 
Francisco board of supervisors last month. 

A hearing held prior to the vote disclosed 
facts in the franchise set-up not previously 
understood by some supervisors and revealed 
an almost complete lack of public interest in 
the question, it was said. 

Ordinances separately granting gas and elec- 
tric franchises to the company were given 
first passage by the board. They could not 
be finally passed for three months. They be- 
come effective sixty days after final passage. 

The anticipated revenue from the franchises 
—$480,000 this fiscal year—had already been 
used by the board in fixing the current tax 
rate at a figure 10 cents below last year’s rate. 
Some board members indicated they did not 
like one or two aspects of the franchises, but 
having already used the anticipated revenue 
for tax reduction in this election year, they 
were hardly in a position to vote against the 
ordinances. 


The main factor in the situation made clea 
for the first time was that the 


but a “purchase price” 
granting use of streets 
conduits. 

In reality the $400,000 was not exactly a pur. 
chase price, as the city must repay the amount 
in case the franchises are set aside by the 
courts or state railroad commission, or in cas 
the city acquires the company’s distribution 
facilities. A more accurate term to represent 
the $400,000 would be that it would be: 
“deposit,” held by the city so long as the 
franchise existed. 

Purchase price return provisions of the pro- 
posed franchises were subsequently attacked 
at a meeting of the board of supervisors 
finance and utilities committees. Provisions ob- 
jected to were that the franchise purchas 
payments shall be returned to the company 
in case the city enters municipal distribution 
Another provision to which objection wa 
raised would prevent the city from ever suing 
the utility company for unpaid past franchise 
taxes. 


for distribution 


Colorado 


Franchise Renewal Denied 


ro defeat on September 19th of a pro- 
posed 10-year extension of the Western 
Colorado Power Company franchise was ex- 
pected to produce another municipal owner- 
ship fight in Montrose in the November city 
election. The franchise lost, 542 to 459. 

Last April, a proposal to establish a munici- 
pally owned power plant was defeated. The 
company’s franchise expires in December. 
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Also defeated was a proposal to authorizt 
issuance of $100,000 worth of revenue antici: 
pation bonds to be repaid from a $5,000-a-year 
franchise tax and a 4 per cent tax on electric 
energy. The bond proceeds would have f:- 
nanced street improvements. The proposd 
lost, 730 to 663. 

Only property taxpayers were eligible to 
vote on the franchise proposal, while all quali 
fied electors were eligible to ballot on the bont 
proposal. 
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Indiana 


Gas Lease Decision 


ik prep of the city of Indianapolis and 
the municipally owned Citizens Gas and 
Coke Utility were reported recently to be 
studying the possible effects on the city gas 
rate of a decision of Judge Robert C. Baltzell 
that the 99-year lease of the old Indianapolis 
Gas Company properties to the Citizens Gas 
Company is invalid. 

The decision, read by Judge Baltzell on 
September 18th in Federal court, was 52 pages 
long. Unless reversed by the U. S. Circuit 
Court of Appeals, the city is relieved from 
liability for about $45,000,000 in various kinds 
of future payments under terms of the 26- 
year-old lease. These payments amounted, ac- 
cording to the decision, to more than $500,000 
annually. Since 1936, when litigation was 
started, this money has been held in escrow 
pending outcome of the court action, and 
aggregates around $1,500,000. 

This money would not go immediately into 


the treasury of the Citizens Gas and Coke 
Utility, which took over the Citizens Gas Com- 
pany in 1935. By terms of an agreement 
reached in 1936, “reasonable compensation for 
use of the (Indianapolis Gas Company) 
property” shall be paid, and the difference be 
given to the city. 

The city’s defense that the lease was invalid 
because it was executed for a period of longer 
than twenty-five years in violation of a state 
statute was upheld by Judge Baltzell. He 
also pointed out that the Indianapolis Gas 
Company was bound to know of such limi- 
tation. 

The plaintiffs contention that the validity 
of the lease already had been adjudicated in 
cases before the state public service commis- 
sion and in the Marion county superior court 
was denied, as was its plea that the city had 
been estopped, or barred from denying the 
validity of the lease. Plaintiff in the suit was 
the Chase National Bank, New York, trustee 
of the mortgage bonds of Indianapolis Gas. 


Iowa 


Tax Suit Changed 


RANK G. Pierce, of Marshalltown, last 

month filed amended and substituted pro- 
ceedings in his suit against the state tax com- 
mission to obtain “actual value” tax assess- 
ments on Iowa public utilities. 

Pierce, in his original action filed in district 
court June 28th, had asked the court to com- 
mand the state tax board members to assess 
public utilities at actual values. 

Since the filing of the suit, Pierce set out in 
his amended and substituted petition, the state 
commission “intentionally made an arbitrary, 
fraudulent, and illegal assessment of public 
utilities, contrary to law.”’ He asked the court 
to order the state commission to “convene 
forthwith, use honest discretion, and assess 
the public utilities at actual value.” 

Nine Iowa power and gas utilities, including 
two REA codperatives, on September 21st had 


filed actions with the state tax commission 
preliminary to a possible legal attack on the 
commission’s recent public utility property 
valuation increases. 

Commission officials said they expected a 
tenth company, the Interstate Power of 
Dubuque, to join forces with the objecting 
companies. 

The tax board several weeks ago voted to 
boost the utility property tax base for 1940 
from about $57,000,000 to $75,000,000. The in- 
crease was estimated to mean a boost of about 
$500,000 in the utility tax bill for next year. 

All nine protestors charged that the new 
valuations were “completely out of propor- 
tion” to the assessment on other comparable 
classes of property. If the commission rules 
against the requests for valuation reductions, 
the companies have the right to take the issue 
to the district court, and ultimately to the state 
supreme court. 


Kentucky 


Gas Judgment Appealed 


AP ER a judgment for the plaintiff in the 
case of the Kentucky Natural Gas Com- 
pany against the state public service commis- 
sion was entered in Federal district court on 
September 14th, the commission gave notice 
it would appeal to the United States Sixth 
Circuit Court of Appeals. 
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Federal District Judge H. Church Ford, in 
a written opinion July 17th, held the com- 
mission had no jurisdiction in the regulation 
of business of the gas company, a Delaware 
corporation engaged in the production, pur- 
chase, and wholesale distribution of gas in 
western Kentucky and southern Indiana. The 
judgment, notice of appeal, and findings of 
fact, were not entered until September 14th. 
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Judge Ford upheld the company’s conten- 
tion that it was engaged in interstate com- 
merce and was not subject to regulation by 
the state commission. The action grew out of 
the gas company’s increase in the wholesale 
price of gas at Owensboro. The suit charged 
that state board with attempting to interfere 
with the increase. 


Stating that the Federal Power Commission 
has “paramount and exclusive” authority to 
regulate the affairs of the company, Judge 
Ford ruled that “the mere fact that some gas 
from the interstate stream is sold and de. 
livered in the state of origin does not afford 
that state a superior power to regulate or con. 
trol the transaction.” 


Missouri 


New Moves on Gas Funds 


HE city of St. Louis last month filed in 

Cole County Circuit Court two motions 
in the pending legal contest between the city 
and the Laclede Gas Light Company over the 
$1,424,861 impounded in the gas rate case. 
Both the city and the company claimed the 
entire amount of impounded money, the city’s 
claim being in behalf of the customers. 

The city asked, in its first motion, that the 
gas company be required to make the regular 
impounding of 6 per cent of customers’ pay- 
ments for the months of July and August. The 
amount named, $1,424,861, represented money 
impounded up to July Ist. The city estimated 
the amount which should be impounded as 
$25,608 for July, and for August, $23,400. 


It was charged that the company, since July 
lst, had not placed the money in the Jefferson 
City bank which was depository of the fund; 
and the city requested that the court order 
the company to do so. 

In its second motion the city asked that the 
court strike out some of the statements in the 
gas company’s petition. 

The company had stated that the supreme 
court’s opinion, in effect, required the state 
public service commission to make an entirely 
new determination of the company’s fair value, 
and to issue a new rate order. It said that the 
6 per cent rate reduction order of 1934, under 
which the impounding was done, never became 
legally effective. This, the city charged, was 
merely argumentative, and should be stricken 
out. 


Nebraska 


Loup Project Efficient 


ENERAL Manager Harold Kramer em- 
G phatically denied reports recently current 
throughout the state that the Loup River 
Public Power District had not been generating 
“firm” power because of a lack of water in 
the Loup river. Kramer declared that the dis- 
trict had been able to more than satisfy its 
commitments of firm power, and that results 
obtained during the drouth period were far 
greater than anticipated. 

At no time during the dry spell, Kramer 
stated, had the flow of the Loup been under 
the minimum specified in the original appli- 
cation for PWA funds of 1933. This minimum 
was placed at 740 cubic feet per second. The 
lowest record this summer was 940 cubic feet 
per second on August 25th, after which the 
flow picked up to 1,200 cubic feet per second 
on August 30th and 3lst. It was 2,625 cubic 
feet per second on August 19th. 

Kramer admitted it was necessary to curtail 
delivery of “dump” power, which is sold to 
certain private companies, such as the North- 
west Public Service Company at North Platte 
and Central Power at Grand Island during the 
period of low water. 
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Kramer pointed out that at present the Loup 
was carrying the entire load for the hydros 
of the state, supplying the Tri-County dredges 
and Tri-County customers, as well as the 
Platte Valley at North Platte. 

Platte County Supervisor Ed Asche was re- 
cently awarded $21,356 for seepage damage 
from the Loup district’s reservoir. 


Offered New Power Contract 


€ &- Nebraska Power Company last month 
offered the city of Omaha a new contract 
to replace the old “90-day notice” contract in 
event of sale of company properties to the pub- 
lic hydroelectric districts. 

The new contract would give the city a prior 
option to purchase the company at a price not 
specified, contained a provision that the city 
shall have 180 days in which to exercise its op- 
tion with extensions if the city council deemed 
them desirable, and stipulated that in case of 
sale the company’s perpetual franchise in 
Omaha shall not be transferred without a 
vote of the citizens. 

The city was given a reduction of about $19,- 
000 per year in its street-lighting bill, which 
usually runs about $200,000 annually. 
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North Carolina 


REA Approves Loans 


SUBCOMMITTEE of the North Carolina 
A Rural Electrification Authority recently 
plications from electric 

ing $127, 000, Dudley Bagley, 


An poor Pes from the Four-County Elec- 
tric Membership Corporation asked an addi- 
tional loan of $90,000 with which to extend its 
lines in the counties of Bladen, Brunswick, 
Pender, Sampson, and Columbus. 


The Union Electric Membership Corpora- 
tion asked for a loan of $37,000 with which to 
complete a project it started with an original 
loan of $460, 

The applications were sent to the Federal 
Rural Electrification Administration at Wash- 
ington for final approval. 

The state REA subcommittee also approved 


an amendment to the charter of the Brunswick 


Electric Membership Corporation which 
would allow that group to extend its lines into 
Bladen county. 


Ohio 


Rate Ordinance Passed 


HE Cleveland city council last month 
T cnanimousty passed the ordinance reduc- 
ing the Cleveland Electric Illuminating Com- 

. The utility 


would fight through the courts, if necessary. 

According to estimates by city officials, the 
new rates mean average annual savings of $5 
for each of 164,945 residential consumers, 
$10 each for 28,200 small commercial custom- 
ers, and $212 each for 1,225 large industrial 
consumers. 

The committee hearing consisted largely of 
an attempt on the part of Councilman Her- 
man H. Finkle to obtain from members of the 
administration an admission that the city had 
wasted $50,000 when it employed the Burns 
& McDonnell Engineering Company to make 
its rate study of the CEI books. 


File Appeals 


Co for the Ohio Fuel Gas Company 
and the city of Columbus filed with the 
state utilities commission on September 16th, 
applications seeking rehearing of the com- 
pany’s appeal from the November, 1934, 48- 
cent gas rate ordinance and asking for a vaca- 
tion of its order of August 18th, fixing a 56.22- 
cent gas rate for the city. 


The move by the city and the company, it was 
said, would not defer the collection of the 
new rate fixed by the commission and, accord- 
ing to the company’s counsel, a bond would 
be filed with the commission covering both 
the Columbus Gas & Fuel Company and the 
Federal Gas & Fuel. 

James W. Huffman, special counsel for the 
city, cited 110 grounds on which he based 
his application, while Freeman T. Eagleson, 
counsel for the company, listed 61 grounds of 
error in asking for a rehearing of the case. 

At the same time Huffman indicated that 
regardless of the commission’s action on the 
application he intended to carry an appeal 
directly to the state supreme court. Under 
the interpretation of existing statutes, it was 
pointed out that failure of the commission to 
act upon the application within twenty days 
constituted an automatic overruling. 

In the city’s application it was contended 
that the commission’s order purporting to sub- 
stitute legislatively increased natural gas rates 
for rates fixed in the city ordinance was un- 
constitutional and that it deprived the city 
of its power to regulate public utility rates as 
provided in its charter adopted under provi- 
sions of the state Constitution. 

The company’s application contended that 
the depreciation allowances for gas well con- 
struction and gas well equipment should have 
been but approximately 20 per cent instead of 
61 per cent fixed by the commission. 


Oklahoma 


Land Condemnation Upheld 


errs Judge Franklin E. Kennamer 
tuled on September 22nd that the Grand 
River Dam Authority had the right of land 
condemnation action in Federal court. The 
court added, however, that it “would seem 
that the power of the Federal government 
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over waterways is not unlimited, and that the 
stopping place is with the (immediate) tribu- 
tary to the navigable stream.” 

Several landowners had asked dismissal of 
land condemnation proceedings brought by the 
GRDA in Federal court. They contended 
that court lacked jurisdiction on grounds that 
the Federal Power Commission license under 
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which the GRDA took the action was void 
because the Grand river was not navigable. 

The authority replied that the Grand was a 
tributary of a navigable stream and so 


affected interstate navigation. Judge Ke 
namer ruled the Federal Power Commissioj 
was within its powers in licensing the pro) 
ect. 


Pennsylvania 


Industrial Gas Rates Cut 


ee industrial users of gas in Philadelphia 
will receive an average reduction of 5 
cents a thousand cubic feet November Ist, the 
gas commission announced recently. Possi- 
bility of a cut in favor of householders later 
was forecast also by Councilman George Max- 
man, chairman of the commission. 

For large consumers, the present rate begins 
at 90 cents per thousand for the first 2,000 
feet, drops to 85 cents per thousand for the 
next 48,000 feet, and slides gradually to 40 
cents per thousand for more than 3,000,000. 

The new rate will take effect in the 50,000 
bracket, now 75 cents per thousand, which 
will drop to 70 cents and be extended to 200,- 


000 cubic feet. The 400,000 bracket, now 7) 
cents, will become 200,000 at 60 cents; th 
500,000 at 50 cents will become 600,000 at th 
same figure, and the 2,000,000 at 45 cents wi 
become 40 cents. 

The rate for quantities over 3,000,000 fe 
will drop from 40 cents to 32 cents per thousan/ 
cubic feet. 

Maxman revealed that the new reductia 
was prompted by stiff competition in the fu 
oil field. 

Other action by the gas commission include 


petitive bidding after advertising, and th 
all coal used for gas manufacture be bough 
in Pennsylvania. 


South Carolina 


Utility Expansion Seen 


bf dese L. Willkie, president, recently 
stated that the Commonwealth & South- 
ern Corporation would spend approximately 
$1,000,000 in 1940 on improvements of public 
utilities in South Carolina. 

Extension of present power lines, estab- 
lishment of necessary auxiliary substations or 
transformer plants, and improvement in gen- 
eral facilities were contemplated, he said. 
The South Carolina program, Willkie said, 
for which the exact figure would not be de- 
termined until completion of budget studies, 
was to be a part of a planned $50,000,000 pro- 
gram of improvements to the Commonwealth 
& Southern utilities. He stated: 

“We are expanding plant facilities all over 
the country with the idea of having adequate 


capacity to supply war industries should th 
need arise, or the ever-expanding needs oi 
business, war or no war.” 


Santee-Cooper Bonds 


N issue of up to $30,000,000 in revenu 
. bonds to construct the Santee-Cooper 


later. They would be payable semi-annually 
and would be in denominations of $1,000, $10; 
000, and $50,000. 

The bonds will mature July 1, 1976. They 
will be tax free. 


Tennessee 


Plant Shows Profit 


HE municipal electric system of Knox- 
ville, wholly served by TVA, was re- 
ported last month to have ended its first year’s 
operations with revenues and kilowatt-hour 
sales running ahead of expectations. 
The Tennessee Valley Authority, in an offi- 
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cial release, said that the financial succes 
of the Knoxville system’s first year of opert 
tion enabled it to call in $110,000 worth of it 
$260,000 in revenue bonds which become du 
July 1, 1941, and provided funds for expat: 
sion and betterment of the s stem, which the 
city purchased from the Tennessee Publi 
Service Company last year. 


518 


relatec 
among 

Dec: 
fact tl 
Grays 
of Ca: 
where: 
also sl 

The 





THE MARCH OF EVENTS 


Association of Power Boards 
Proposed 


HAIRMAN L. J. Wilhoite of the Chat- 
(ae Electric Power Board was credited 
recently with the suggestion that the power 
boards handling distribution of TVA power 
in Memphis, Nashville, Knoxville, and Chat- 
tanooga form an association for the develop- 
ment of uniform policies and procedures in 
distribution of TVA power. 

It was reported that Wilhoite’s idea would 


be to form the association to constitute a 
clearing house for the exchange of ideas on 
rate subjects, standardization of practices, 
_ codperation in various distribution prob- 
ems. 

Chairman W. C. Baird of the Nashville 
board said last month that he had received 
no word from Wilhoite in regard to the pro- 
posed association and had no comment to 
make on the plan other than to say that he 
had not given the matter any consideration 
because it had not been presented to the 
Nashville board. 


Virginia 


Election Held Illegal 


HE Appalachian Power Company and a 
ype of Galax citizens on September 
13th won through the state supreme court of 
appeals their effort to nullify an election which 
last year authorized a $158,000 bond issue for 
a municipal power project. Opinions in two 
related cases on the Galax bond issue were 
among 22 handed down by the court. 

Deciding point of the case hinged on the 
fact the town is situated in both Carroll and 
Grayson counties, and that the electoral board 
of Carroll county alone acted in the election, 
whereas the electoral board of Grayson county 
also should have acted. 

The case was brought by State Senator 


Taylor G. Vaughan and forty-six other citi- 
zens, who appealed to the supreme court when 
the Carroll County Circuit Court rejected their 
request for permission to file a petition chal- 
lenging the legality of the election, in which 
281 votes were cast for and 270 against the 
bond issue. 

This decision of the lower court was re- 
versed by the supreme court, and the case 
was remanded to the lower court for hearing. 

In a companion case, the Appalachian Elec- 
tric Power Company won a reversal of the 
ruling by Judge A. C. Buchanan, of the Giles 
County Circuit Court, refusing an injunction 
sought by the power company to restrain 
Galax from issuing the bonds. Appalachian 
held the electric franchise in that town. 


Washington 


State Rule Hit 


errs of all municipal light and 
power plants in Washington state adopted 
a resolution at a meeting last month in Seattle 
opposing state regulation of municipal utili- 
ties. The resolution said in part: 

“The cities and towns of this state go on 
record as being opposed to being under state 
regulation. The people generally in the many 
cities represented at the conference believe 
in the wisdom of having full control of their 
~~ utilities,” 

R. Hoffman, superintendent of Seattle 
city Light, was elected chairman of the con- 
ference membership committee. P. C. Spo- 


wart, City Light sales manager, was named 
chairman of the commercial committee. 


Transit Commission Appointed 


1% conjunction with the loan of $10,200,000 
by the Reconstruction Finance Corpora- 
tion to the Seattle Municipal Railway for the 
rehabilitation of Seattle’s transportation sys- 
tem, came the recent announcement of a new 
commission appointed to handle all its affairs. 
This commission is composed of Evro M. 
Becket, Donald H. Yates, and William F. 
Paddock. Upon posting bonds to the extent 
of $10,000 each, the new commissioners took 
the oath of office. 


R 
West Virginia 


Rate Cut Granted 


T° state public service commission re- 
cently authorized the Monongahela West 


519 


Penn Public Service Company to make a rate 
reduction for 8,650 commercial lighting and 
power consumers. 

The new rates, offered voluntarily by the 
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company, and effective October Ist, amounted 
to an estimated saving of $185,500 a year. 
A company statement said the reduction 


was proposed in the face of rising material 
and labor costs to encourage increased com. 
mercial use of power in the area served. 


Wisconsin 


One-man PSC Voted 


HE state assembly on September 21st 

concurred 51 to 45 with the senate’s pas- 
sage of the public service commission re- 
organization bill, changing the present set-up 
from a 3-man commission to a 1-man director- 
ship. However, a motion to reconsider being 
tabled until Oct. 4th left the bill likely to be 
caught by adjournment without final action. 

In less than thirty minutes, the state assembly 
on September 22nd passed a $1,500,000 tele- 
phone tax, submitted as an amendment to a 
Progressive telephone tax bill. 

The telephone tax, as revised by Assembly- 
man Mark Catlan, Jr., Republican of Apple- 
ton, and in the form sent to the senate, car- 
ried a $5,000,000 biennium appropriation for 
relief, to pay to the counties 10 per cent in- 
stead of the present 5 per cent of their relief 
costs now paid by the state. However, it ear- 
marked for relief $1,500,000 raised for the 
biennium by the telephone tax, meaning that 
the rest of the $5,000,000 would go into the 
general fund, but only if the budget is bal- 
anced and the revenue is available. 

Catlan’s telephone tax sets a rate on tolls 
ranging from 1 to 44 per cent, depending upon 
volume of business, and a rate on gross re- 
ceipts ranging from 1 to 5% per cent. 

Unlike the former telephone tax which it 
extends, it would not prohibit the utilities 
from passing the tax on to their subscrib- 
ers, 


Flexible Rates Seen 


| ape ine and gas utilities will be forced to 
abandon their rate reduction programs 
if emergency war conditions create higher 
operating expenses, President Bruno Rahn of 
the Wisconsin Utilities Association asserted 
recently. 

Speaking at the opening of the association’s 
accounting section in Milwaukee, Rahn said 
establishment of a “flexible, emergency” sys- 
tem of rates would be necessary under war 
price conditions to enable the utilities to co- 
Operate effectively with governmental authori- 
ties. He said 

“As utilities we want eagerly to codperate 
with the War Resources Board set up by 
President Roosevelt. We must be ready to 
supply a codrdinated gas and electric supply 
to meet all emergency demands. To accom- 
plish such purposes, utilities must remain in 
a sound financial condition. A flexible rate 
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system, reflecting extraordinary increased 
operating costs, seems to me to be a supreme 
necessity to assure financial soundness.” 

He contended utility rates “should not be 
= in a rapidly rising price market.” He 
said: 

“War conditions already have disturbed 
utility plans that have been made to take 
advantage of low interest rates for refinanc- 
ing purposes. If interest rates are increased, 
many plans to reduce fixed charges by re. 
financing may have to be abandoned.” 

On the second day of the convention, A. R. 
Colbert, of the state public service commis. 
sion: staff, proposed consideration of a cus- 
tomer-utility profit-sharing plan. He said a 
profit-sharing plan would simplify rate-mak- 
ing procedure, eliminate difficulties of the de- 
preciation problem, make expensive ap- 
praisals unnecessary, reduce costs of regula- 
tion, and place rates on actual rather than 
theoretical requirements. 

Under this plan, if the percentage earned 
by a utility on the book value of its common 
stock exceeded the percentage agreed upon, 
rate reductions would be made. If percent- 
age returns were less, increases would follow 
upon application of the utility. 

Colbert said many difficult problems would 
have to be solved and many details protected 
before it could be inaugurated. 

Edwin Vennard, Chicago, vice president of 
the Middle West Securities Company, declared 
the “dignified silence” practiced by most busi- 
ness managements in the face of organized, 
destructive attacks had become “a refined 
form of suicide.” 


Dam Bill Passes 


HE state assembly on September 22nd 

concurred, 63 to 25, in a senate bill author- 
izing the Wisconsin Valley Improvement 
Company to build a series of dams and reser- 
voirs on the Wisconsin river near the south 
border of Marathon county. 

The purpose of the project, its sponsors 
claim, is to improve navigation on the river 
and decrease flood damage. Construction of 
dams and sale of securities to finance the work 
must be approved by the state public service 
commission, 

An amendment to turn the enterprise over 
to the Wisconsin Development Authority, 
LaFollette-created power promotion agency 
still operating as an independent corporation, 
was rejected, 51 to 26. 
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The Latest 
Utility Rulings 


Interpretation of Commission Orders 


ULES for interpreting commission or- 
ders are discussed by the supreme 
judicial court of Maine in a case in which 
a water company sued a town for fire 
protection charges authorized by the 
commission. The commission in its de- 
cision had indicated an intention that a 
gross amount should be paid by the town 
for fire protection, although the order 
provided for a payment of $150 a year 
for each of the first 48 hydrants and $60 
a year for each additional hydrant. 
Counsel for the town insisted that the 
court could consider only that part of the 
commission’s finding and order which 
read “for the first 48 hydrants, each 
ydrant, $150.” 

Some hydrants had been discontinued 
by the town, and the town claimed the 
right to pay only for the remaining hy- 
drants, which were less than 48. The 
court said in part: 

.... it is a cardinal rule of interpretation 

applying to writings generally that every 

phrase must be read in connection with the 
whole instrument, and particularly in the 
case of a decree of a court, and an order 
of the public utilities commission is in that 
category, that the pleadings, the issues pre- 


sented — in short the whole proceedings — 
must be considered to determine what the 
decree was intended to accomplish. 


It was said to be obvious that the com- 
mission did not view a petition filed for 
an increase in rates, on which the order 
had been based, as an isolated proceed- 
ing. It was in fact a petition for a modi- 
fication of an earlier order, which in turn 
modified an order entered several years 
before. The court said that to determine 
what the commission intended, the entire 
proceeding should be considered. The 
court continued: 

Looking at the whole record, it is clear 
that the commission was concerned with the 
gross amount to be paid by the town for fire 
protection rather than with the amount to 
be paid per hydrant and that the rate was 
established on the assumption that there 
would be a minimum of 48 hydrants... 
that a fixed minimum amount should be 
paid was clearly the intent of the commis- 
sion. There seems to be no reason whatso- 
ever why this court should tear an isolated 
phrase from its context and give to it a 
meaning clearly at variance with that which 
the commission intended. 


Milo Water Co. v. Inhabitants of Town 
of Milo, 7 A. (2d) 895. 


WPA Expenditures Excluded from Rate Base 


— made by the Works 
Progress Administration in the 
form of a grant towards the cost of con- 
structing a reservoir, transmission mains, 
and services, should, in the opinion of 
the Utah commission, be excluded from 
the rate base of a water company. The 
operating and maintenance expenses, 
taxes relating to these properties, and 
depreciation accruals on excluded prop- 
erty should, however, said the commis- 
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sion, be allowed in fixing the company’s 
rates. 

The commission said that in deciding 
this question it was faced with a problem 
without precedent in the state. Under 
the regulations of the WPA it appeared 
that as a general rule a privately owned 
utility could not secure an outright grant 
for construction or rehabilitation pur- 
poses, although loans are sometimes ob- 
tained through governmental agencies. 
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The instant case was said to be the only 
one to come to the attention of the com- 
mission in which an outright grant had 
been obtained by a utility company, and 
this had been obtained only by a transfer 
of title to a county and a long-term lease 
back to the company. The commission, 
in explaining its decision to exclude this 
property, said: 


It appears to the commission that a dis- 
tinction may be drawn between property 
donated to a utility by a prospective con- 
sumer and property donated to a utility by 
the Federal government. In the one case the 
prospective consumer makes the donation 
to receive a personal benefit in the form of 
service which otherwise he could not obtain. 
In the other case the grant is made out of 
taxes collected by the government from the 
public generally and the government will 
not receive any direct benefit in the form 
of service. As a matter of equity it appears 
to the commission that the ratepayers of a 
utility should not be required to pay a return 
on property that the general public, of which 
they are a part, has donated to the utility. 


Even though no return was allowed 
the company on this property, the com- 
mission considered it equitable that the 
company should be allowed the expenses 
incurred in operating it. The properties 


would be used and useful in the future 
operations of the company despite the 
fact that they were excluded from the 
rate base. As it was stated by the com. 
mission : 

The patrons of a utility should stand the 
ordinary expenses of operating and main. 
taining a property from which they receive 
benefits in the form of service, whether the 
property is owned by the agency rendering 
the service or by someone else. 


The commission, in dealing with the 
accounting problem, said that a water 
company, in recording WPA expendi- 
tures on its books, should set up separate 
sub-plant accounts in which such ex- 
penditures shall be entered in order to 
keep such items separate from additions 
made with company funds. 

In conclusion, it was held that no al- 
lowance should be included in the rate 
base for going concern value where the 
company has not gone to any expense 
to build up its business, and it was orig- 
inally organized for the purpose of ren- 
dering service to its stockholders and not 
for the purpose of making profits. Re 
Union and Jordan Irrigation Co. (Ir- 
vestigation Docket No. 19). 


e 


Charges to Hotel Guests for Telephone Service 


fee New York commission, after a 
rehearing, following its decision in 
Re New York Teleph. Co. (1938) 26 
P.U.R. (N.S.) 311, held that the sched- 
ule of rates fixed by its earlier order 
should not be changed and the commis- 
sion adopted an order to provide clearly 
that telephone service rendered to guest 
room telephones connected to private 
branch exchange systems in hotels, 
apartment houses, and clubs, except serv- 
ice originating and terminating within 
the hotel, apartment house, or club, is 
utility service subject to the jurisdiction 
of the commission. As stated by Chair- 
man Maltbie: 

Hotels, apartment houses, and clubs have 
no right to charge for this utility service ex- 
cept as agents of the New York Telephone 
Company and all charges made by hotels, 
apartment houses, or clubs must be in ac- 
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cordance with the filed schedules of the New 
York Telephone Company. 


Chairman Maltbie, speaking for the 
majority, declared that there had been 
no change in the law or in the facts since 
the former determination. The total cost 
of rendering each class of telephone serv- 
ice to a hotel guest, he said, had not been 
determined. He reiterated the former 
opinion that the charging to outgoing 
telephone users of amounts sufficient to 
cover the cost of all incoming calls was 
unreasonable. 

Commissioner Van Namee, in a dis- 
senting opinion, discussed regulatory de- 
cisions on the furnishing of telephone 
service at hotels. He said in part: 

We hold as a matter of law that a tele- 


phone company has the sole legal right to 
charge for local and long-distance telephone 


522 





ith the 
water 
pendi- 
parate 
th ex- 
der to 
litions 


no al- 
€ rate 
Te the 
‘pense 
3 Orig- 
f ren- 
ad not 
‘s, Re 
(In 


THE LATEST U 


service furnished to guests of a hotel and 
there seems to be no good reason why the 
hotel corporations should absorb one-half 
of the cost of furnishing the incoming tele- 
phone service on such calls, The telephone 
company is to furnish such service and is 
entitled to charge rates sufficient to com- 
pensate itself therefor. As a practical matter, 
the only proper method of designing rates 
to compensate it is to provide for surcharges 
on calls from guest rooms made to points 
outside the hotel which will be sufficient to 
pay the costs properly assignable to incom- 
ing and outgoing calls. 


Chairman Maltbie, in an extended 
criticism of the views expressed by Com- 
missioner Van Namee, made the follow- 


ng statement: 


Each hotel makes great use of the tele- 
phone equipment installed on their property 
by the telephone company which owns and 
must maintain it. This equipment includes 
not only the cables to the switchboard and 
the switchboard itself but the wires con- 
necting the switchboard with the guest 
rooms and the telephone instruments in the 
guest rooms. If the hotel uses this property 
for its own purposes and not as an agent for 
the telephone company, it must of course pay 
for such use. But upon what basis should 
it pay? 

In the first place, every hotel must pro- 
vide facilities to enable outsiders to talk to 
guests. It must do this even though no guest 
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were to originate a call himself. Every com- 
pany engaged in business is practically 
obliged to have sufficient trunks, switch- 
boards, wires, sets, and other equipment to 
enable anyone outside to telephone to that 
company. Its business may be such that few 
outgoing calls are made; but it cannot pro- 
vide facilities only for such calls. These facts 
apply to hotels; they must have adequate 
facilities for all incoming calls and they can- 
not tax the caller without injuring their 
business. What hotel could continue to do 
business if it did not provide ample facili- 
ties for all incoming and intramural calls? 

Now, the whole theory of the hotels, and 
the one Commissioner Van Namee accepts, 
is that the cost of this service should be 
shifted from the hotel as a business to the 
guest who uses outgoing calls only. No- 
where in the record is there any evidence 
to show what additional cost the outgoing 
call business imposes upon the 18 hotels cov- 
ered by the extended study they made. But 
the facts do show uncontrovertibly that the 
rates fixed by the commission’s order of 
last November are amply sufficient to cover 
the cost of outgoing calls for the hotels 
named, even assuming the charges made by 
the telephone company for the service it 
alone has been rendering equal the cost of 
that service. The hotels endeavor to get more 
and to shift to a certain class of service 
more than the admitted cost. 


Re New York Telephone Co. (Case No. 
9164). 


e 


Wide Divergence in Charges for Similar 
Toll Service Held Discriminatory 


s the result of an investigation by the 
New York commission, changes 
were ordered in rate schedules to elimi- 
nate a wide divergence in charges for 
telephone toll messages, particularly for 
messages which include overtime over 
routes of between 22 and 34 miles. Rates 
were based upon a mileage schedule with 
the result that the rates for messages of 
like distances over all routes were the 
same. The schedules provided for initial 
period rates and overtime charges. 

The initial period rate would progress 
in steps of 5-cent increases, and the initial 
period was uniformly three minutes ex- 
cept for the four lowest steps, where it 
was five minutes. The overtime charge 
for these four steps was 5 cents per unit, 
but the unit of overtime progressively 


decreased from three minutes to one 
minute. Beyond the four lowest steps the 
overtime period was uniformly one min- 
ute, and the overtime charge per minute 
was one-third of the initial period rate 
computed to the next lowest multiple of 
5 cents, where one-third of the initial 
period rate was not a multiple of 5 cents. 

As a result of the operation of such a 
schedule, the divergence between the 22- 
28 mile and the 28-34 mile steps was 
such that for messages of five minutes 
or more the charge in the higher step was 
just twice that in the lower step. The 
commission held that such a divergence 
between charges for similar service, 
differing only as to distance between toll 
rate centers, constituted unjust discrimi- 
nation. 
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Several plans for overcoming the di- 
vergence were suggested, and the com- 
mission finally approved a plan under 
which the companies would increase the 
initial periods of the 28-34-mile and 


34-40-mile steps from three minutes y 
four minutes and reduce the overtin 
charge in the 28-34-mile step from | 
to 5 cents per minute. Re New Yor 
Telephone Co. (Case No. 9688). 


Commission Lacks Jurisdiction over Matter of 
Obstruction of Stream 


f itpes Pennsylvania commission, in 
approving the abandonment of a 
railroad branch line, recognized that a 
trestle across a creek, if permitted to re- 
main in its present position, might in- 
duce a danger to the public. But the com- 
mission said : 

However, nothing in the Public Utility 
Law gives us jurisdiction over streams and 
their flow. An act of June 25, 1913, P. L. 
555, places the matter of the obstruction of 
streams within the jurisdiction of the Water 
Supply Commission, presently the Water and 


Power Resources Board. Sections Nos, 
and 6 of the aforesaid act specifically pr 
vide that the aforesaid commission or boar 
shall have the power, after investigation anj 
determination of an unsafe condition, t 
order the repair or removal of an obstru: 
tion in a stream. Accordingly, it appear 
that adequate recourse is available againg 
the hazard which may be created by virtw 
of permitting the aforesaid trestle to re 
main in its present position. 


Re Pittsburgh & Shawmut Railroad ( 
(Application Docket No. 58077). 


e 


Rates for Seasonal Telephone Service 


eS en Wisconsin commission approved 
a minimum seasonal charge for tele- 
phone service with the statement : 

If seasonal service is to bear its fair share 
of costs of operation, seasonal rates must 
necessarily be higher than rural rates in pro- 
portion to the length of time that the service 
is used. Seasonal service costs are comprised 
of costs which are not dependent upon the 
length of the period of service as well as 
costs which cease with the cessation of 
service, 


The commission also stated that the 
reasonableness of a rule providing for 
disconnection for nonpayment of bills is 
not open to question; that similar rules 
have been approved in many cases. 

The company did not have on file a 


separate rate for rural business servic 
being billed at the regular rural rate, bu 
the commission said that, since neither 
the original application of the company 
nor the commission’s notice of invest: 
gation in the case made any mention of: 
rate increase for regular service, it woull 
be improper for the commission to cor- 
sider such increase in the instant order. 
It was said further: 


Without a differential between the rurd 
residence and the rural business service, we 
service and seasonal business service, b 


of which are rendered over rural lines. 


Re Lodi Telephone Co. (2-U-1478). 


@ 


Desirable Carrier Rate and Advantageous Condition 
Not Sufficient Ground for Competition 
more advantageous condition of carriage, 


nor the fact that a contract carrier wil 
be able to render a more economical 
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awn a desire by a shipper to use 
a particular contract carrier in 
order to obtain a more desirable rate or 
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ania commission, promotes the public 

terest or is consistent with the policy 
Heclared by the Public Utility Law. Bas- 
ng its decision on this ground, the com- 

ission denied a petition for rehearing 
bn an order refusing to approve the 
bmendment of a contract carrier permit 
o authorize additional transportation for 
bh new shipper. 

It appeared to the commission that the 
service proposed was not superior in 
haracter to the service presently ren- 
dered by other motor carriers, nor was 
buch service unavailable from other car- 
iers. The principal reason for the 
amendment was to equalize more nearly 
east-bound with west-bound shipments 
of the contract carrier. The primary rea- 
son the shipper desired to use the service 
vas to obtain a favorable rate. The com- 
mission, in construing the statute, said: 

As we understand the statute, the purpose 


of the legislature, in addition to its primary 
desire to develop and preserve a safe high- 


e 


way transportation system properly adapted 
to the needs of commerce, in extending the 
jurisdiction of the public utility commission 
to cover contract carriers, is “to promote 
safe, adequate, economical, and efficient serv- 
ice by common carriers by motor vehicle, 
... and just and reasonable rates therefor, 
without unjust discrimination, and unfair 
or destructive practices,” and “to regulate 
... the service of common carriers by motor 
vehicle . . . in such manner as to recognize 
and preserve the inherent advantages of, 
and foster sound economic conditions in such 
service ... in the public interest .. .” The 
service of common carriers by motor vehicle 
and contract carriers by motor vehicle were 
found by the legislature to be closely inter- 
woven and interdependent, and so directly 
affect each other, that in order effectively 
to regulate common carriers by motor ve- 
hicle it was found necessary to regulate the 
service of contract carriers by motor vehicle. 
Therefore, it seems to us that the purpose 
in regulating contract carriers is the preser- 
vation of the inherent advantages of com- 
mon carriage by motor vehicle and the fos- 
tering of sound economic conditions in such 
service in the public interest. 


Re Contract Trucking Corp. (Applica- 
tion Docket No. 43341). 


Competitive Rate Allowed 


, l ‘ue Colorado commission, in author- 
izing changes in motor carrier rates, 
said: 


.... we believe short-line common carriers 
should be permitted to establish any rate 
they desire in order to stimulate traffic and 
meet the competition of shipper-owned 
trucks. This may be an unwise position for 
the commission to take, yet a carrier will 


become insolvent just as quickly with a level 
of rates which debars traffic as he will with 
rates which will not reflect a profit for his 
operation, and of the two we are inclined 
to think that the latter is more advanta- 
geous to the carrier than the former. 


Re Freight Rates of Common and Pri- 
vate Motor Vehicle Carriers (Case No. 
1585, Decision No. 13842). 


Other Important Rulings 


FEDERAL circuit court of appeals, in 

affirming a decree which dissolved a 
temporary injunction and dismissed a 
complaint in a suit to restrain a munici- 
pality from prosecuting its application 
for a loan from the Public Works Ad- 
ministration and from constructing a 
municipal power plant, held that a com- 
pany holding a nonexclusive franchise 
cannot complain of threatened municipal 
plant competition. Southwestern Gas & 
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E. Co. v. City of Texarkana, 104 F. (2d) 
847. 


The court of civil appeals of Texas 
held that the statute relating to railroad 
rates and denouncing only unjust dis- 
crimination declares in negative form 
what the common law affirmed on the 
subject ; that is, a carrier can discrimi- 
nate, provided the circumstances are not 
such as to render discrimination unjust 
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and unreasonable. Abilene & Southern 
Railway Co. et al. v. Terrell et al. 131 
S. W. (2d) 37. 


The public utilities commission of 
Colorado hold that, since it is not a ju- 
dicial body, it has no authority to deter- 
mine whether a contract for the transfer 
of a certificate was entered into, or to 
pass upon the validity of, or to construe 
the contract, or to determine the legal 
effect thereof, if it were conceded by the 
parties involved that the contract was 
entered into. Re Morgan et al. (Applica- 
tions Nos. 1619-AA, 1924-B-A, 1303-A, 
Decision No. 13734). 


The California commission held that, 
in a proceeding involving the transfer of 
a certificate, it is not required nor has it 
the authority to determine questions of 
title since these issues must be litigated 
in the courts. Re Southern California 
Freight Lines (Decision No. 32115, Ap- 
plication No. 22691). 


The supreme court of Wisconsin held 
that a village board has no power or ju- 
risdiction to determine what property of 
an electric company is used and useful 
for the convenience of the public in a 
resolution published with a notice of a 
referendum on the question whether the 
municipality should purchase such com- 
pany’s plant and equipment, since that is 
a matter for the commission to deter- 
mine. Wisconsin Power & Light Co. v. 
Public Service Commission et al. 286 


N. W. 588. 


The superior court of Pennsylvania 
held that the commission cannot order 
carriers to make reparation for exaction 
of alleged excessive rates, fixed by a 
former commission, during a period be- 
tween expiration of the statutory period 
within which rates fixed by the commis- 
sion could not be changed without its ap- 
proval and the date of later order reduc- 
ing the rates. Baltimore & Ohio Railroad 
Co. et al. v. Pennsylvania Public Utility 
Commission, 7 A. (2d) 488. 


The court of civil appeals of Tex, 
held that where an order of the commis. 
sion fixing rates has been declared jn, 
valid in a suit instituted for that purpos 
the railroad can recover from the shippe 
the undercharges due for the period } 
applied the illegal rates prescribed by the 
commission to the shipper’s shipments 
Gulf, Colorado & Santa Fe Railway Cy 
v. American Sugar Refining Co. 130 § 
W. (2d) 1030. 


The supreme court of Florida heli 
that the duty to provide and maintain 
appropriate train service to meet the pub. 
lic needs must be performed, even though 
the cost exceeds the receipts from ren. 
dering such service, when it does not un. 
duly impair the total revenue receipts of 
the carrier from all sources on its entire 
system so as to amount to a taking of 
property without due process of lav, 
State v. Georgia Southern & Florid 
Railroad Co. 190 So. 527. 


The commission of appeals of Texas 
held that under a statute imposing a tax 
upon plants “‘used for local sale and dis. 
tribution” of gas in cities, the term dis. 
tribution does not mean the transfer oi 
the possession of gas by means of a pipe 
line to a single purchaser, where such 
purchaser is the only customer to whom 
the gas company sells gas in the city, 
but does mean the transfer of pos 
session of gas to various individuals orf 
concerns in the city. Utilities Naturd 
Gas Co. v. State, 128 S.W. (2d) 1153. 


The Wisconsin Supreme Court held 
that an electric utility’s distribution sys- 
tem in a city, adjoining village and un- 
incorporated settlement, its hydroelectric 
plants in and near the village, and trans-j 
mission line to the unincorporated settle- 9 
ment do not constitute a single entity 
which may not be separated so as to per- 
mit a particular city to acquire only the 
distribution system located within its 
confines. Wisconsin Power & Light Co. 
v. Public Service Commission et al. 286 
N. W. 581. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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NORTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


Re Northern Power & Light Company 


[Case No. 3472.] 


aluation, § 94 — Accrued depreciation — Real estate. 
1. Real estate values must be deducted in order to establish the per cent 
condition of depreciable property, p. 4. 

epreciation, § 51 — Electric property. 
2. An annual depreciation expense allowance of 4 per cent for electric 
property was approved, p. 5. 

epreciation, § 60 — Steam heat property. 
3. An annual depreciation expense allowance of 3 per cent for steam heat 
property was approved, p. 5. 

epreciation, § 14 — Basis for allowance — Historical cost. 
4. Annual depreciation expense allowance was computed on the historical 
cost basis of the depreciable property, p. 5. 

faluation, § 90 — Accrued depreciation. 


5. Calculation of depreciation allowance on the straight-line basis necessi- 
tates using a depreciated rate base, because straight-line depreciation with 
an undepreciated rate base would result in the utility earning a rate of 
return on an amount additional to its investment equal to the amount of 
the depreciation reserve reinvested in the business, p. 5. 


aluation, § 332 — Going value — Separate allowance. 


6. No lump sum separate allowance should be made to compensate for 
the difference between a bare bones plant and one with business attached 
and functioning, where no probative evidence is offered to substantiate any 
such allowance, p. 5. 


aluation, § 359 — Going value — Consolidated system. 


7. No going concern value should be recognized because of a change from 
isolated electric plants to transmission systems, p. 5. 
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Valuation, § 330 — Going concern value — Effect of accrued depreciation, 

8. Consideration is given to the element of going concern value in dm 
determination of accrued depreciation; if an electric utility were not 
operating interconnected utility system many of its facilities would throw 
obsolescence and inadequacy be in a very low per cent condition, and, 
functional depreciation is one of the factors considered in determining 4 
crued depreciation, and if a unit of property is able to fit in and perfon 
as required in the system, its per cent condition is increased, p. 5. 


Valuation, § 300 — Materials and supplies. 
9. Allowance should be made for investment in materials and supplies nec 
sary for the ordinary conduct of utility business in addition to the fair val 
of the property, p. 6. 

Valuation, § 299 — Cash working capital. 


10. Allowance was made for cash working capital equivalent to seven aye 
age weeks’ expenses, less such items of taxes as need not be paid unj 
the year following their accrual, where, owing to operation over an ¢ 
tended area, communication facilities between many of the towns ay 
district and general offices were not of the best, with the consequence th 
a greater period of time than usual would ensue before money paid by ti 
customer would be available to the utility, p. 6. 


Valuation, § 17 — Judgment as guide. 


11. All elements of value are to be considered in finding fair value { 
rate making; no formula has yet been derived nor any method prov 
infallible, but the element of judgment still prevails, p. 7. 


Valuation, § 30 — Rate base — Historical cost — Reproduction cost. 


12. Historical cost and cost of reproduction should be considered and giv¢ 
due weight in determining fair value for rate making, p. 7 


Return, § 83 — Electric and steam utilities. 
13. A return of approximately 6 per cent on the rate base of an elec 
and steam utility was allowed as adequate, p. 8. 


[August 8, 1939.] 


- ieegietiag by Commission as to rates for gas and steam 
heat service; revised rates ordered. 


¥ 


By the Commission: The above- sistant Attorney General, State 0 
entitled matter came on for hearing North Dakota, appearing for th 
before the Board, pursuant to notice Board of Railroad Commissioners 
mailed all interested parties, at 1:30 James H. Wiley, Chief Engineer, anj 
o'clock, Central Standard Time, inthe Albert V. Hartl, Chief Accountan 
afternoon of July 25, 1938, inthe sen- Board of Railroad Commissioner 
ate chamber of the state capitol at Bis- appearing for the Board; Edward 8 
marck, North Dakota; at which time Cox and Gordon V. Cox of O’Hare 
and place the following appearances Cox & Cox, Attorneys, Bismarck, a 
were entered: pearing for the Northern Power ant 

Milton K. Higgins, Bismarck, As- Light Company; C. L. Sandsted 
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Vice President and Treasurer, Huron, 
ppearing in behalf of the Northern 
Power and Light Company. 

These proceedings were instituted 
y the Commission on its own motion 
nder the provisions of Chap. 253, 
session Laws of 1935, for the pur- 
ose of ascertaining, determining, and 
rescribing just and reasonable rates 
or the furnishing of electric and 
eam heat service at Ashley, Ellen- 
ale, Wishek, Braddock, Burnstad, 
awson, Driscoll, Forbes, Fredonia, 
ullerton, Hague, Hazelton, Kintyre, 
ulm, Lehr, Monango, Merricourt, 
BNapoleon, Steele, Strasburg, Tappen, 
enturia, Zeeland, and Selfridge. 
Results of preliminary negotiations 
s provided by law failed to reach an 
sreement in accordance with provi- 
dmions of the above-mentioned statute. 
onsequently, on the 2nd of July, 
935, the North Dakota Board of 
ailroad Commisioners, by resolution, 
brdered a reduction of 25 per cent in 
ates and charges for electric and steam 
eat service as supplied to the towns 
numerated above. At the same time, 
he engineering and accounting staffs 
bf the Commission were instructed to 
ommence an appraisal and audit of 
he Northern Power and Light Com- 
any for the purpose of determining 
he reasonableness of rates and charg- 
s for electric and steam heat service. 
Subsequently, this resolution was 
odified by an agreement entered into 
between the North Dakota Board of 
ailroad Commissioners and _ the 
Yorthern Power and Light Company, 
hereby the utility, among other 
hings, agreed to file new rate sched- 
les containing substantial reductions 
or electric service. The agreement 
urther provided as follows: 


“cc 
. 


that pursuant to the 
proposal made by the Northern Pow- 
er and Light Company as set forth 
hereinbefore that beginning with the 
actual date an inventory, appraisal and 
audit is started after January 1, 1936, 
the said Northern Power and Light 
Company may continue to charge the 
rates hereinbefore set forth, provided 
(it) keep 25 per cent of such 
collections separate and apart from all 
other funds, pending the final deter- 
mination of said rate or rates by the 
Board of Railroad Commissioners 
after a hearing on the valuation above 
mentioned ; and that (it) shall 
remit to (its) several patrons 
their proportionate share of said funds 
in case it is determined by the Board 
of Railroad Commissioners in a final 
order, in accordance with the statutes, 
that a further reduction in rates of the 
Northern Power and Light Company 
. at any or all towns served... 
shall be established, and if such lower 
rates are established, such new rates 
shall be ordered to become effective, 
as of the date of the commencement 
of the actual inventory, appraisal, and 
audit as above set forth. hg 
The inventory, appraisal and audit 
of the utility was started April 1, 
1936, by the staff of the Commission 
as directed. After completion the 
valuations were served upon the com- 


pany. 


Valuation 


The chief engineer for the Commis- 
sion introduced in evidence Exhibit 
No. 1, which is an historical and a 
cost of reproduction appraisal of the 
physical property devoted to public 
use of the Northern Power and Light 
Company, as of December 31, 1937. 
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Exhibit No. 2 is a statement showing 
the net construction additions from 
December 31, 1937, to June 1, 1938. 
These were taken from the records of 
the company. Exhibit No. 6 shows 
the property located in North and 
South Dakota. Exhibit No. 7 por- 


Historical Costas Net Additions 

of Dec. 31, 1937 

PRCCUTIC GODES 505s cswricdbecainoeicos seidesivewea es $2,582,390 
SUMAN UNREAL MIEDE. 055s. scaé.ouvewbales ce scwew eels 


Reproduction Cost as Net Additions 

of Dec. 31, 1937 

PI BAEIC TUB OR oid odiciaw os sia sales US ewe oeseness $2,725,065 
ROT MIRAE COL. 2 dcinesie sinew dwncce oes nes 


Totals 


Commissioners’ Exhibit No. 3 con- 
sists of reproduction cost less de- 
preciation, as of December 31, 1937. 


Reproduction cost 
Depreciated value 

Net additions to June 1, 1938 
Net depreciated value 


[1] The present condition of the 
property as a whole is derived from 
the above tabular statement, but in 
order to establish the per cent condi- 
tion of the depreciable property, it is 
necessary to deduct real estate values. 


Per Cent Condition 

Total Depreciable 
Property Property 
83.2 83.1 
77.4 774 


Electric 
Steam heat dept. ...... 


Historical cost 

Depreciated value 

Net additions to June 1, 1938 
Net depreciated value 
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trays the allocations between the ele 
tric and steam heat departments. 

For the sake of convenience, thy 
summaries of Exhibits Nos. 1 and? 
taking into consideration the allog 
tions of Exhibit No. 7, are shown jy 
tabular form. 


Total 
to June 1, 1938 Historical Coy 


$2,626,873 
103,426 
$2,730,299 


Total Re- 
to June 1, 1938 production Co 


$44,483 $2,769,548 


103,426 


$2,685,816 $44,483 


114,705 114,705 
$2,839,770 


$44,483 $2,884,253 


Below is a tabulation showing th 


summary, properly allocated, togethe 
with net additions to June 1, 1938, 


Electric Steam Heat 
$2,725,065 $114,705 $2,839,770 
2,268,351 88,7 2,357,097 
44,483 44,483 
2,312,834 2,401,580 


Totals 


Commissioners’ Exhibit No. 4 cor 
sists of accrued depreciation based ot 
historical cost, as of December 31 
1937; the tabulation below shows tht 
summary with allocations, togethe 
with the net additions to June | 
1938. The depreciated value is th 
historical cost less the accrued depre 
ciation. 


Steam Heat 


$103,426 
80,117 


Electric 
$2,582,390 


44,483 
2,193,821 
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Section 4609c37 of the Compiled 
aws of North Dakota specified cer- 
in items that must be found by the 
ommission before determining the 
pir value of the property under con- 
They are as follows: 


Land $23,371 


property. The summary is as follows: 


Steam 
Electric Heat 
$2,559,742 $102,867 


Historical cost less land .. 
Net additions to June 1 
1938 


Total depreciable property 2,604,225 102,867 
Annual depreciation expense 104,169 3,519 


sections (b) and (c) (See aaa Page 5, Lines 8-13.) 


eproduction cost less land 

ubsections (e) and (f) 

epreciation 

epreciated reproduction cost less land 


Section 4609c38 provides for net 
ditions after date of appraisal. 
hese values, as shown in Exhibit No. 
, were ascertained from the records 
f the company, and are as fol- 


lecthios GEit, ..c Veccinecesiecieewe coeee $44,483 
Beat HEAP CODE ccickac cevieeseuscacce None 


We point out the foregoing findings 
p show compliance with our statute 
valuation. Subsection (g) will be 
ealt with under the title “Fair Value.” 


Depreciation 


[2-4] Commissioners’ Exhibit No. 
shows the annual accrual for retire- 
ent reserves by departments. From 
study of this exhibit and other per- 
nent material contained in the testi- 
ony and exhibits offered in this case, 
e Board finds that an annual depre- 
fation expense allowance of 4 per 
ent for the electric property and 3 
er cent for the steam heat property 
ill compensate the utility for all fac- 
brs of depreciation existing in its 
roperty. This depreciation is to be 
omputed on the straight-line basis. 
he total annual depreciation expense 
lowance will be computed on the 
istorical cost basis of the depreciable 


Totals 
$2,839,770 


2,816,399 


456,714 25,959 482,673 
2,245,539 88,187 2,333,726 


[5] This procedure necessitates us- 
ing a depreciated rate base, because 
straight-line depreciation with an un- 
depreciated rate base would result in 
the utility earning a rate of return on 
an amount additional to its investment 
equal to the amount of the deprecia- 
tion reserve reinvested in the busi- 
ness. If the rate base were not de- 
preciated, the depreciation expense 
would properly be figured by the sink- 
ing-fund method, which amount would 
be considerable less than that provid- 
ed for by the former method. 


Steam Heat 
$114,705 
559 


114,146 


Electric 


Going Concern Value 
[6-8] It is a contention of the 
utility here under consideration that 
an allowance for going concern value 
must be made. This amount they con- 
tend to be $250,000. As composing 
this amount, the utility lists the fol- 
lowing items: establishment of trans- 
mission systems, lowering of rates, 
organization development and person- 
nel relationship between employee and 
employer, satisfactory public relations, 
growth of business, and its connec- 
tion with an integrated system. No 
breakdown was made of the total sum 
contended for into these various com- 
ponent parts. 
30 P.U.R.(N.S.) 





NORTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


The Commission, while recogniz- 
ing that there is a difference between 
a “bare bones” plant and one with 
business attached and functioning, is 
not disposed to make a lump sum sep- 
arate allowance to compensate for 
such difference. The utility places a 
value upon its going concern of $250,- 
000. No probative evidence was of- 
fered to substantiate that figure or 
any other figure. No attempt was 
made to show what weight was given 
to any one item. The proof does not 
support a claim for such value in a 
lump sum. 

The Board is not impressed by the 
contention of the utility that going 
concern value must be recognized be- 
cause of the change from isolated 
plants to transmission systems. It 
appears obvious that such was a nat- 
ural and necessary trend of the indus- 
try. Any failure or neglect to so do 
would brand the management of this 
utility as inefficient. 

To dispose of this issue the Board 
believes that a satisfactory adjustment 
of going concern value can be made, 
when computing fair value, by con- 
sideration of the weight given to cost 
of reproduction. Further, considera- 
tion has already been given this ele- 
ment of going concern value in the 
determination of accrued depreciation. 
Obviously, if this were not an operat- 
ing, interconnected utility system, 
many of its facilities would, through 
obsolescence and inadequacy, be in a 
very low per cent condition. However, 
as testified by Commission Engineer 
Wiley, functional depreciation was 
one of the factors considered in 
determining accrued depreciation. 
Therefore, if a unit of property was 
able to fit in and perform, as required 
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in this system, its per cent condition 
was increased. 

The going concern value thus taken 
into consideration in determining the 
cost of reproduction, the fair value, 
the accrued depreciation, and the rate 
base includes such items as efficient 
management, an integrated system; a 
steady growth of the business, suc. 
cessful public relations, an economical 
operation, training of personnel, ete, 
Allowance for going concern value 
will be made in the manner outlined 
above and no separate amount will be 


added. 


Materials and Supplies 


[9] In addition to the fair value 
of the property, it is proper that the 
utility be allowed a return on the in- 
vestment it has made in materials and 
supplies necessary for the ordinary 
conduct of its business. As shown on 
pages 7 and 8 of Exhibit No. 8, a fair 
average for materials and supplies 
during the period of the investigation 
is approximately $57,000. From this 
figure must be deducted $20,000, rep- 
resenting merchandise for resale, and 
the balance allocated on a revenue basis 
to the electric steam and heat depart- 
ments. 

From this study of the investment 
in materials at various times during 
the progress of this investigation, the 
Board is of the opinion and so finds 
that $35,000 will provide the neces- 
sary materials and supplies for the 
electric and $2,000 for the steam heat 
department. 


Cash Working Capital 


[10] The utility operates over a 
very extended territory. Communi- 
cation facilities between many of the 
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towns and its district and general of- 
fices are not of the best. Consequent- 
ly, a greater period of time than usual 
ensues before the money paid by the 
customer is available to the utility. We 
will allow, therefore, as cash working 
capital seven average weeks’ expenses, 
less such items of taxes as need not be 
paid until the year following their ac- 
crual. This method of computation, 
which we consider fair and equitable, 
results in an allowance for cash work- 
ing capital to the electric department 
of $38,000 and to the steam heat de- 
partment of $2,000. 


Fair Value 


[11] The most important and ex- 
acting task in any rate case is the find- 
ing of fair value. All other findings 


of value are secondary or supplemen- 
tary thereto. In determining fair val- 


ue, all elements of value are to be con- 
sidered. No formula has yet been de- 
rived nor any method proved in falli- 
ble. The element of judgment still 
prevails. It is a determination of 
what, under all the facts and circum- 
stances of the case, is a just and equi- 
table amount on which the return al- 
lowed the corporation is computed. 

[12] On this question of valuation, 
the Commission has consistently fol- 
lowed the rule laid down in Smyth v. 
Ames (1898) 169 U. S. 466, 42 L. 
ed. 819, 18 S. Ct. 418, requiring that 
historical cost and cost of reproduc- 
tion be considered and given due 
weight, and in this decision we have 
weighed them together, giving each 
such weight, as in our judgment, was 
necessary to arrive at a proper and 
fair conclusion, considering all other 
proper facts and circumstances, such 
as going concern value. 


We therefore find, based on the 
evidence contained in this record, that 
a fair value of the property of the 
Northern Power and Light Company 
is as follows: 


Electric department $2,675,000 
Steam heat department 105, 


Rate Base 


The computation of the rate base is 
set out as follows: 


Steam 
Electric Heat 


$2,675,000 $105,000 
433,052 23,309 
$2,241,948 $81,691 


35,000 2,000 
38,000 2,000 


$2,314,948 $85,691 


Fair value 
Less: 
Accrued depreciation .. 





Add: 
Materials and supplies .. 
Cash working capital .. 





Rate base 


Revenues 


Operating revenues of the electric 
department of the Northern Power 
and Light Company have shown a 
slow but steady increase since 1933. 
From a study of all exhibits dealing 
in an historical manner with operat- 
ing revenues, together with testimony 
of the utility, the Board is of the 
opinion that this slow increase in elec- 
tric operating revenues will continue 
and that for the coming year such 
revenues will amount to $535,000. 

Steam heat operating revenues have 
for several years past maintained a 
level between $20,000 and $25,000. 
No factors have been advanced in the 
testimony tending to show that such 
revenues will change materially dur- 
ing the coming year, and dependent 
on weather conditions, the Board is 
of the opinion that steam operating 
revenues will remain relatively stable. 

Any study of increased revenues for 
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the Northern Power and Light Com- 
pany must include a study of agricul- 
tural economic conditions in North 
Dakota. During the entire period of 
this investigation, drought conditions 
have existed throughout the area 
served by this company. With reve- 
nues having maintained the level which 
they have, it appears obvious that a 
substantial increase will occur in the 
income of the company when normal 
crop conditions return. 


Expenses 


Operating expenses of the electric 
department of the Northern Power 
and Light Company were shown for 
different periods on exhibits intro- 
duced by both the utility and the Com- 
mission. All exhibits showed substan- 
tially the same results, so we can as- 
sume that no controversy exists and 
that any of the figures may be used. 

Since 1933, operating expenses of 
the electric department have shown a 
steady increase. All evidence indicat- 
ed that this increase would continue to 
the extent that operating expenses of 
the electric department for the coming 
year will amount to $345,000. 

Operating expenses for the steam 
heat department have tended to remain 
very uniform throughout the period 
of this investigation. Nothing in the 
testimony would indicate that any 
change would occur in the future. 
We, therefore, are of the opinion that 
steam operating expenses for the com- 
ing year will not exceed $20,000. 


Rate of Return 


[13] From a study of the present 
money market, the yield of govern- 
ment bonds, and interest rates in the 
30 P.U.R.(N.S.) 
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utility field, it appears that a 6 per 
cent return is adequate; and we will 
therefore, allow the company to earn 
approximately 6 per cent return on the 
rate base shown herein. It follows 
that, on the above basis, the total reve- 
nue requirement of each of the depart- 
ments of this utility necessary to pro- 
duce the above rate of return is as 
follows: 


Steam 
Heat 
$20,000 
3,519 
4,901 


$28,420 


Electric 
Operating expenses 
Depreciation 
6% return 


Totals 
Summary of Findings 


On the basis of such anticipated 
revenue requirements, we find that if 
the present rates are continued, nei- 
ther the electric nor the steam heat 
department will yield excess earn- 
ings. 

Believing that an increase of rates 
is not advisable at this time, we have 
not made an allocation of the com- 
pany’s property as between North Da- 
kota and South Dakota. 

From the foregoing findings, the 
Commission now makes the following 


ORDER 


That the Northern Power and Light 
Company, in so far as its North Da 
kota properties are concerned, may if 
the company deems it advisable, pre- 
pare and file with this Board a revised 
schedule of rates subject to approval 
by this Board, for services in its elec- 
tric and steam heat departments, 
which revised schedule of rates may 
reasonably be expected to earn for the 
utility a return, as set out in the pre- 
ceding findings; 

And it is so ordered. 
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Re North Dakota Consumers Gas Company 


[Case No. 3750.] 


Interstate commerce, § 37 — Jurisdiction of state Commission — Natural gas 
facilities. 

1. A state Commission has no jurisdiction over the interstate transportation 

of natural gas or over the construction of an interstate natural gas pipe line, 


p. 10. 


Certificates of convenience and necessity, § 77 — Financial ability of applicants. 
2. The Commission need not be as strict about the financial ability of an 
applicant to construct natural gas facilities as it might be if it were neces- 
sary to choose as between two applicants, one of which showed immediate 
financial resources for such construction, while the applicant does not have 


financial resources but expects a loan from a Federal agency to finance the 
project, p. 10. 


Certificates of convenience and necessity, § 76 — Matters considered — Pending 
application before Federal Commission, 

3. A petition filed with the Federal Power Commission for a certificate of 
public convenience and necessity for a proposed extension of natural gas 
facilities along an interstate route, including a proposed extension within 
the state, is not a consideration on an application by an intrastate company 
for authority to make a similar extension within the state when the inter- 
state company has no application before the state Commission for gas 
pipe-line service and it does not propose to cover the territory covered in 
the application of the intrastate company, since the only consideration 
before the state Commission is the granting or denial of the application 
of the intrastate company, p. 11. 


Monopoly and competition, § 59 — Natural gas extension — Effect on other in- 
dustries — Effect on unemployment. 


4. Authority to construct and operate natural gas facilities should not be 
denied solely upon the ground that the sale of lignite coal within the state 
would be reduced and to that extent the employment of railroad labor, 
or on the ground that natural gas distribution would affect the employment 
of labor in artificial gas plants now operating, p. 12. 


[August 8, 1939.] 
F aeeiaying for certificate of public convenience and neces- 
sity authorizing construction of natural gas pipe line and 


operation of distribution system in adjacent municipalities and 
territory; granted. 


¥ 


By the Commission: On Decem- an application from the North Dakota 
ber 30, 1938, the Commission received Consumers Gas Company for a certifi- 
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cate of public convenience and neces- 
sity authorizing the construction of a 
natural gas pipe line from Mandan, 
North Dakota, east to Fargo, North 
Dakota, and from Fargo, North Da- 
kota, to Grand Forks, and the opera- 
tion of natural gas distribution sys- 
tems in the municipalities and terri- 
tory adjacent to said pipe line. 

Said case was duly set for hearing 
by order of the Commission at Valley 
City, North Dakota, on Monday, 
March 20, 1939, at 10 a. m., said 
hearing being held on said date. 

That thereafter and on the 6th day 
of May, 1939, the said North Dakota 
Consumers Gas Company filed an ap- 
plication for rehearing in said matter 
for the purpose of introducing addi- 
tional testimony. That the said ap- 
plication was granted and rehearing 
set for hearing at Valley City, North 
Dakota, on Tuesday, June 6, 1939, at 
1:30 p. M., which said hearing was 
duly held. 

That at the first hearing held on the 
20th day of March, 1939, the follow- 
ing appearances were entered: [List 
of sixty-two appearances omitted. ] 

The application of the North Da- 
kota Consumers Gas Company stat- 
ed that it was incorporated for the 
purpose of constructing and operat- 
ing a 12-inch natural gas pipe line 
from Mandan to Fargo, North Dako- 
ta, a 10-inch natural gas pipe line from 
Fargo to Grand Forks, North Dako- 
ta, and a 6-inch natural gas pipe line 
from a point in Grand Forks, North 
Dakota, to Crookston, Minnesota, and 
for the purpose of owning and operat- 
ing distribution systems of natural 
gas in municipalities situated along 
the route of its pipe line and territory 
adjacent to its said route. 
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[1] This Commission has no ju- 
risdiction over the interstate transpor- 
tation of natural gas, or over the con- 
struction of an interstate natural gas 
pipe line. The testimony in both of 
said hearings was specifically confined 
to evidence relative to the construc- 
tion of the pipe line within the con- 
fines of the state of North Dakota, 
Therefore, that part of the application 
of the Consumers Gas Company re- 
lating to Minnesota points will be dis- 
regarded. 

[2] The North Dakota Consum- 
ers Gas Company is a corporation duly 
organized and existing under and by 
virtue of the law of the state of North 
Dakota, with its principal office at 
Fargo, North Dakota. It was organ- 
ized specifically for the purpose of 
constructing a natural gas pipe line 
heretofore referred to. It does not 
have at this time the financial resour- 
ces to construct the facilities and car- 
ry out the enterprise for which it was 
incorporated and upon the basis of 
which the application for the certifi- 
cate of public convenience and neces- 
sity was made to this Commission. 
The testimony shows that an applica- 
tion has been made to the Reconstruc- 
tion Finance Corporation, a United 
States government agency, for a loan 
in the sum of $4,200,000 to finance 
the project under consideration. It is 
not contemplated by the company that 
the construction will take place until 
the loan from the Reconstruction Fi- 
nance Corporation is consummated, 
or finances of an equal amount are se- 
cured from other sources. Since there 
is no other application pending before 
the Commission for a certificate of 
public convenience and necessity in the 
territory covered by the applicant's 
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application, it is not necessary that the 
Commission be as strict about the fi- 
nancial ability of the applicant to con- 
struct the facilities as it might be if 
it were necessary to choose as between 
two applicants, one of which showed 
immediate financial resources for such 
construction, 

[3] The Kansas Pipe Line and Gas 
Company of the state of Kansas filed 
a petition of intervention and protest- 
ed the granting of the certificate upon 
the ground that it had filed with the 
Federal Power Commission at Wash- 
ington, D. C., a petition for a certifi- 
cate of public convenience and neces- 
sity for a proposed extension of its 
facilities from southwestern Kansas 
to the Iron Range in northern Minne- 
sota serving communities en route, 
which included a proposed extension 
to Grand Forks and Fargo, North Da- 
kota. It is the decision of this Com- 
mission that this Commission has no 
jurisdiction over the extension of the 
Kansas Pipe Line and Gas Company, 
and that such company has no applica- 
tion before this Commission for gas 
pipe-line service within the state of 
North Dakota and that it does not pro- 
pose to cover the territory covered in 
the application of the North Dakota 
Consumers Gas Company, and that, 
therefore, so far as this Commission 
is concerned there is no conflict as be- 
tween the application of the North Da- 
kota Consumers Gas Company before 
this Commission and the application 
of the Kansas Pipe Line and Gas 
Company before the Federal Power 
Commission. The only consideration 
before this Commission is the granting 
or denial of the application of the 
North Dakota Consumers Gas Com- 
pany. Fargo and Grand Forks, North 


Dakota, covered by the application of 
the Kansas Pipe Line and Gas Com- 
pany before the Federal Power Com- 
mission, are within the confines of 
this state and under the jurisdiction 
of this Commission so far as a gas 
pipe line is concerned within this state. 
The Kansas Pipe Line and Gas Com- 
pany has shown no evidence that it 
could or would serve the territory 
covered by the applicant’s application. 

In addition to the financial arrange- 
ments above referred to the North Da- 
kota Consumers Gas Company has a 
contract, dated December 24, 1938, 
between it and the Montana-Dakota 
Utilities Company to purchase gas 
from the latter company, which con- 
tract provides that the purchaser may 
pay for the gas 50 per cent in cash 
and 50 per cent in certificates of in- 
debtedness which certificates shall be 
junior to any prior lien which may 
be placed upon the property for the 
construction thereof. This extension 
of credit to the amount of 50 per cent 
of the gas purchased extends to cover 
any 5-year period. This arrangement 
will stabilize the financial outlook of 
the applicant during its period of 
growth. The arrangement has the ad- 
ditional advantage in that the outlet 
therein provided is the only substan- 
tial outlet for the gas of the Mon- 
tana-Dakota Utilities Company in ad- 
dition to its present outlets, and will 
strengthen the financial status of that 
company. 

In order to justify the issuance of 
the certificate prayed for here, it is 
necessary to show, in addition to the 
financial ability of the corporation, 
that there is a sufficient quantity of 
gas available to serve the proposed lo- 
cality. The gas under the contract be- 
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tween the North Dakota Consumers 
Gas Company and the Montana-Da- 
kota Utilities Company, is to be pur- 
chased from the latter company at 
Mandan, North Dakota. The Mon- 
tana-Dakota Utilities Company has 
extensive gas holdings and rights in 
the state of Montana and state of 
North Dakota. The testimony shows 
that the known gas reserves at the 
present time are sufficient to supply 
the territory now covered by the Mon- 
tana-Dakota Utilities Company be- 
tween Bismarck and Beach, North 
Dakota, and in addition the territory 
sought to be served by applicant for a 
period of forty years. These reserves 
are sufficient to justify the granting 
of the requested certificate. 

[4] The territory proposed to be 
served by the utility has not now any 
natural gas service. The testimony 
introduced by the applicant at the 
rehearing consisted of witnesses and 
resolutions from various towns and 
cities on the line proposed to be served 
and adequately show a market and a 
public demand for the natural gas 
service included in the application. 
The protestants for the most part tes- 
tified against the granting of the cer- 
tificate upon the ground that the con- 
struction of the gas pipe line and the 
ultimate distribution of the gas would 
reduce the sale of lignite coal within 
the state of North Dakota and to that 
extent affect the employment of rail- 
road labor. Other protestants testi- 
fied that the distribution of natural 
gas in Grand Forks and Fargo would 
affect the employment of labor in the 
artificial gas plants now operating in 
those cities. While this Commission 
is solicitous of the welfare of labor 
it does not feel that it can take the 
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position of thwarting progress by a 
refusal to issue the certificate herein 
upon those grounds alone. The argu. 
ments advanced are entitled to consid. 
erable weight and if other factor; 
would make the issuance of such cer. 
tificate questionable then they might 
well be the deciding factor in a denial 
of the certificate. But standing alone, 
without the assistance of other mate. 
rial negativing factors, they cannot be 
allowed to be the sole and. exclusive 
basis upon which denial of the certifi. 
cate is made. The public interest ris- 
es above the interests of any single 
group. 

Considering the above factors, it is 
the opinion of the Commission that 
the North Dakota Consumers Gas 
Company has sustained its burden oi 
showing public convenience and ne. 
cessity for the construction of the gas 
pipe line here applied for and the op 
eration of the distribution systems oiff 
the municipalities and adjacent terri- 
tories covered by said pipe line. 

It is, therefore, ordered that a cer- 
tificate of public convenience and ne. 
cessity be granted to the North Da. 
kota Consumers Gas Company for thf 
construction and operation of a nat: 
ural gas pipe line from Mandan, 
North Dakota, east to Fargo, and from 
Fargo north to Grand Forks, North 
Dakota, and also for the operation of 
distribution systems in the various 
municipalities within the state of 
North Dakota named in its application 
and adjacent territories, conditione( 
upon said company securing the cor 
sent, franchise, permit, ordinance, ot 
other authority of the proper munici 
pal and other public authority along 
its line as required by law. 
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Re Laclede Gas Light Company 


[Case Nos. 5217, 9753.] 


Valuation, § 135 — Overheads — Engineering — Gas plant. 


1. An allowance of 5 per cent for engineering on all property items of a 
gas utility except a coke oven plant was held to be reasonable and adequate, 
while an allowance of 64 per cent for engineering on the coke oven plant 
was deemed sufficient, p. 17. 


Valuation, § 134 — Overheads — Engineering — Furniture and general equip- 
ment. 


2. No allowance should be made for engineering on furniture and general 
equipment of a gas utility since these items are purchased at the end of 
the construction period and carry no undistributed overheads, p. 17. 


Valuation, § 92 — Accrued depreciation — Depreciable property — Meter in- 
stallation cost. 


3. Cost of installing gas meters is as much a part of the meters as the cost 
of manufacturing the meters, and the labor expended in installation should 
be depreciated to the same extent as the meter, even though under the 
classification of accounts the cost of changes or reinstallations are con- 
sidered as operating expenses and do not affect the amount included in 
the appraisal for installing meters, p. 19. 


Valuation, § 93 — Accrued depreciation — Overheads — Preliminary organization. 


4. The entire allowance for preliminary organization was treated as not 
subject to depreciation where it was impossible to separate preliminary costs 
of nonrecurring nature from those which would be recurring upon re- 
placement of property units, p. 19. 


Valuation, § 93 — Accrued depreciation — Depreciation of overheads. 
5. All overheads of a recurring nature should be depreciated, p. 19. 


Valuation, § 93 — Accrued depreciation — Overheads. 


6. Cost of engineering on an item of property which will recur upon the 
reconstruction of the item should be depreciated, p. 19. 


Valuation, § 93 — Accrued depreciation — Overheads — Interest during con- 
struction. 


7. The expenditure for interest during construction is subject to deprecia- 
tion because this amount is directly attributable to the length of time the 
moneys involved in construction are tied up prior to the date that opera- 
tions begin, and it is reasonable to assume that when units of property are 
to be replaced the interest that would be paid during the construction period 
of the new unit would take the place of the interest retired with the unit 
of property retired, p. 19. 
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Valuation, § 93 — Accrued depreciation — Overheads — Taxes during constru. 
tion. 
8. Taxes during construction, not closely tied to the units of property 


and unlikely to occur during replacement of units, should not be depreciated, 
p. 19. 


Valuation, § 92 — Accrued depreciation — Intangible items. 
9. An amount included for miscellaneous intangible items covering rental 
on an office building site should be depreciated at the same rate as the 
office building because that expenditure is a part of the cost of the build. 
ing and diminishes at the same rate that the building depreciates, p. 21, 


Valuation, § 150 — Overheads — Taxes during construction — Tax on equipment. 
10. The state manufacturers and merchants tax on plant equipment, meter 
shop equipment, and garage equipment of a gas utility should not be in. 
cluded in taxes during construction since this tax is not assessed until the 
plant is in operation and the taxes so paid are charged to operating expenses, 
p. 22 

Valuation, § 150 — Overheads — Taxes during construction — Basis. 


11. Taxes during construction should not be allowed on automobiles, furni- 
ture and fixtures, cash, and materials and supplies, as these do not become 
part of the property until the end of the construction period and are subject 
to assessment after operations begin, p. 23. 


Depreciation, § 56 — Gas utility property. 
12. An allowance of 14 per cent was approved for annual depreciation 


of gas utility property, p. 25. 


Depreciation, § 24 — Annual allowance — Elements considered. 


13. No provision should be made in the depreciation allowance for retire: 
ments of property caused by replacement of the service by another type 
of service, obsolescence of a facility as in the case of abandonment of a 
gas plant, or a sudden change either in the art of making gas or the dis- 
covery of a different source of supply, as in the introduction of mixed 
gas or natural gas, since sudden changes of this sort are hazards of the 
industry and result in a loss to the investor unless the change benefits the 
consumer by offering him the same service at a lower rate or a better 
service at the same rate, in which case the superseded property should be 
amortized out of the rates paid by the consumer, p. 25. 


Expenses, § 35 — Amortization — Abandoned property. 
14. Consumers should not be charged with any amount for the amortiza- 
tion of units of property classified as not used in public service as the 
result of introducing natural gas for mixing purposes where this has not 
resulted in any appreciable saving to the consumers, p. 25. 


Reparation, § 12 — Jurisdiction of Commission — Impounded funds. 
15. The Commission has no jurisdiction over a fund impounded by direc- 
tion of a court and representing excess charges collected during litigation, 
and the Commission cannot control its disposition, although it is not ur 
willing to express its views in reference to that subject and to state what 
in the Commission’s judgment would be fair, just, and equitable in dis- 
posing of it, p. 27. 

[August 15, 1939.] 
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| erences of cases involving gas rates after remand by the 
courts; rate schedules approved. For earlier decisions see 


P.U.R.1929A, 561; P.URiI929C, 561; 7 PURANS.) G77. 


By the Comission: On April 25, 
1927, the Laclede Gas Light Compa- 
ny of St. Louis, Missouri, hereinafter 
designated the Laclede Company, filed 
with the Commission a proposed new 
schedule of rates and charges for gas 
at St. Louis, Missouri, entitled : 

General Gas Service, Residence 
Heating Service, Industrial Service. 

On May 7, 1927, the city of St. 
Louis, Missouri, filed a motion for 
leave to intervene in this cause and 
asked the Commission to suspend the 
proposed schedule of rates and charg- 
es for gas service and to conduct hear- 
ings for the purpose of determining 
the reasonableness of said schedule of 
rates and charges. 


On May 11, 1927, the Commission 
issued its order suspending the effec- 
tive date of the proposed schedules of 
rates and charges for 120 days. 

On June 15, 1927, the Commission 
issued its order directing its account- 
ing department to make an audit of 
the company’s books and records in 
order to determine the net amount of 
additions and betterments made by the 
company to its property since the date 
of the last audit made by the Commis- 
sion’s accountants; to determine the 
operating results of the company’s 
property ; and to secure any other in- 
formation of benefit to the Commis- 
sion in its consideration of the matters 
involved. 


On September 8, 1927, the Com- 
mission again suspended the schedule 
of proposed rates and charges for a 


period of six months, or up to and 
including March 11, 1928. 


On February 28, 1928, the city of 
St. Louis and the Laclede Company 
filed a stipulation with the Commis- 
sion wherein they agreed that the sus- 
pension of the proposed schedule 
should continue after March 11, 1928, 
until such time as the Commission 
shall complete its investigation and 
issue its order therein. 

Hearings were then held before the 
Commission in May and June, 1928, 
and the Commission issued its report 
and order on January 15, 1929 
(P.U.R.1929A, 561), wherein the 
fair value of the property used and 
useful in gas operations by the Laclede 
Company was found to be $47,000,- 
000 and the annual depreciation re- 
quirement of the company was de- 
termined to be 14 per cent of its de- 
preciable property. The schedule of 
rates filed by the company was 
permanently suspended and the com- 
pany directed to file a new schedule of 
rates based upon the findings of fair 
value and annual depreciation require- 
ment that would result in a return on 
the company’s property of not more 
than 7} per cent. 

The company and the city filed mo- 
tions for rehearing. These were de- 
nied by the Commission on March 
26, 1929 (P.U.R.1929C, 561). The 
company then filed a new schedule of 
rates in accordance with the Commis- 
sion’s order. Said schedule was ap- 
proved by the Commission on March 
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30, 1929. The city of St. Louis then 
filed a motion for rehearing on the 
supplemental report and order relat- 
ing to the approval of the new schedule 
of rates. This motion was overruled 
by the Commission on April 2, 1929. 

A writ of certiorari was filed on be- 
half of the city of St. Louis return- 
able in the circuit court of Cole county 
on May 25, 1929. The circuit court 
affirmed the Commission’s order on 
January 3, 1930. The case was then 
appealed to the supreme court of Mis- 
souri. On November 17, 1931, the 
supreme court reversed and remanded 
the case to the circuit court with di- 
rections to that court to remand the 
case to the Commission in order that 
it might rehear it and determine the 
facts in accordance with the sugges- 
tions contained in the opinion. State 
ex rel. St. Louis v. Public Service 
Commission, 329 Mo. 918, P.U.R. 
1932A, 305, 47 S. W. (2d) 102. 

On October 22, 1932, the Commis- 
sion issued its supplemental order di- 
recting the engineering and account- 
ing departments to make further stud- 
ies relative to the value of the prop- 
erty and the operating statistics of 
the Laclede Company to enable the 
Commission to enter its order in keep- 
ing with the opinion expressed in the 
decision of the supreme court. 

The report of the accounting de- 
partment was filed on April 17, 1934, 
and the report of the engineering de- 
partment was filed on April 20, 1934. 
After due notice to all interested par- 
ties, hearings were held before the 
Commission during May, July, Au- 
gust, and September, 1934, with short 
recesses during that period. Briefs 
and reply briefs were filed by the city 
of St. Louis and the company. 
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On November 30, 1934 (7 P.UR. 
(N.S.) 277) the Commission issued 
its order which established the fair 
value for the property of $39,000,000, 
including all elements of value, tangi- 
ble and intangible, and which ordered 
a return of 64 per cent on the fair 
value thus found. Said order further 
provided for a reduction of 6 per cent 
in the rates for gas service furnished 
to domestic and commercial consun- 
ers, and ordered the company to file 
new schedules which would provide 
this reduction. 

Thereafter on December 11, 1934, 
prior to the effective date of the order, 
the Laclede filed an application with 
the Commission for rehearing. And 
on December 14, 1934, the city of St. 
Louis filed a motion for rehearing. 
Both of these motions were denied by 
the Commission by its orders dated 
the 21st day of December, 1934. On 
January 27, 1935, the city of St. 
Louis filed a petition for a writ of 
certiorari in the circuit court of Cole 
county, Missouri, and four days there & 
after the Laclede filed a similar peti- 
tion. 

Thereafter, the circuit court of Cole 
county issued a temporary order stay- 
ing and suspending the orders of the 
Public Service Commission dated No- 
vember 30, 1934, supra, and December 
21, 1934, and directed the Laclede Gas 
Light Company to pay over to the 
Central Missouri Trust Company, as 
depositary, all sums of money which 
it would collect in excess of the sum 
which it would have received had these 
orders of the Commission not been 
suspended. 

On April 15, 1935, the circuit court 
of Cole county, Missouri, affirmed the 
report and order issued by the Com- 
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mission on November 30, 1934, in 
Case No. 5217, supra. The supreme 
court of Missouri affirmed the judg- 
ment of the circuit court of Cole coun- 
ty and directed that the case be re- 
manded to the Commission for re- 
hearing and reconsideration of the 
following minor points: 

(1) Allowance of general over- 
heads for engineering and superin- 
tendence 

(2) Allowance for accrued depre- 
ciation 

(3) Allowance of general over- 
head for taxes during construction or 
for working capital 

(4) Allowance for annual depre- 
ciation 

(5) Amortization of cost of 
change-over expense and cost of ap- 
praisals 

Thereupon, the Laclede Company 
appealed to the United States Supreme 
Court, which court refused to take 
jurisdiction. 

The mandate of the circuit court in 
accordance with the opinion of the 
supreme court of Missouri reached the 
Commission and the matter was set 
for rehearing and heard on October 
24, 1938. 

On June 12, 1939, the Laclede Com- 
pany filed a petition with the Com- 
mission for reopening and further 
hearing of Case No. 5217 and for con- 
solidation with Case No. 9753, the 
latter being “In the Matter of the Sus- 
pension of Proposed Rates and 
Charges for Gas Service.” The city’s 
objection to the petition filed June 16, 
1939, was overruled and on June 22, 
1939, the Commission issued its order 
which provided for the reopening of 
the case and the consolidation of Cases 
No. 9753 and No. 5217, and set the 
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hearing for the consolidated cases for 
July 6, 1939. 

The cases were heard by the Com- 
mission on July 6, 7, and 8, 1939. 
The city, the utility, and the Gas and 
By-Products Coke Workers, Local 
No. 12006, appeared by counsel. At 
that time the city again objected to 
the reopening of this cause and the 
consolidation of same with Case No. 
9753. This objection by the city was 
taken with the case and is now by the 
Commission overruled. 

During the hearing various objec- 
tions to certain testimony and exhibits 
were interposed by both the utility, 
the city, and counsel for the Commis- 
sion. Said objections were taken with 
the case, and they are now overruled 
by the Commission, and all evidence 
submitted both at this rehearing and 
the former hearings is now considered 
by the Commission. 

The Commission has reviewed the 
evidence in the previous hearings as 
well as the evidence adduced at re- 
hearings. Taking into consideration 
all of such evidence and the treatment 
of the respective subjects by the su- 
preme court which are now under re- 
view, we find that the report of the 
Commission of November 30, 1934, 
supra, containing conclusions and 
findings on the subjects as hereinbe- 
fore set forth, should be changed and 
made to read as follows: 


(1) Engineering and 
ence. 

[1, 2] Spooner included 64 per 
cent for engineering and superintend- 
ence on plants and equipment, 6 per 
cent on the general office building, and 
5 per cent on the distribution system. 
He made no allowance for engineer- 
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ing on general equipment, nor did he 
make any allowance on the coke plant 
in addition to the 63 per cent included 
in the Koppers’ estimate. 

Luick included 1 per cent for en- 
gineering and superintendence on the 
general office building in addition to 
the 6 per cent architect’s fee included 
in the reproduction cost of the build- 
ing, 2 per cent on the natural gas sys- 
tem, and 6 per cent on the balance of 
the property, with the exception of the 
coke station, on which he included 2 
per cent in addition to the 6} per cent 
allowance by the Koppers Company 
in its estimate. 

Doyne included 34 per cent for this 
item. He made no additional allow- 
ance on the coke plant. 

The Commission’s engineers in- 
cluded 4 per cent on all items except 
the Koppers plant, and one-half of 
one per cent on the coke plant, in addi- 
tion to the amount included by the 
Koppers Company. 

All of the percentages set out above 
are judgment figures. Doyne claims 
that he tested the sufficiency of the 
allowance, though he admits that he 
was never engaged in the construction 
of a property of the magnitude or com- 
plexity of the Laclede Company. 

It should be noted that the allow- 
ance for engineering in the Koppers’ 
estimate is 63 per cent. If the addi- 
tional allowance added by Luick is 
included, it becomes 8} per cent, and 
if the additional allowance included by 
the Commission’s engineers is added 
it becomes 7 per cent on this item. 
The coke oven plant is no doubt the 
most complicated facility which the 
company has and requires more en- 
gineering than the remainder of the 
company’s property. It is also evi- 
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dent that the mains, services, and me- 
ters, with a reproduction cost of over 
twenty million dollars, or more than 
50 per cent of the reproduction cost of 
the structural items, require less en- 
gineering than manufacturing facili- 
ties. Nor should we lose sight of the 
fact that the elimination from the rate 
base of the coal gas plants would fur- 
ther decrease the total amount of en- 
gineering necessary for the entire 
property. 

Weare of the opinion that 5 per cent 
for engineering on all the items except 
the coke oven plant is a reasonable 
and adequate allowance. The allow- 
ance for engineering on this facility, 
included in the Koppers’ estimate, we 
deem sufficient. No allowance for 
engineering will be made for furniture 
and general equipment, it being gen- 
erally accepted that these items are 
purchased at the end of the construc- 
tion period and carry no undistributed 
overheads. 


(2) Allowance for accrued deprecia- 
tion. 

(Any discussion of this subject per- 
tains to the section headed Reproduc- 
tion Less Depreciation, pages 59 to 64, 
inclusive of our report and order: of 
November 30, 1934 (supra) which we 
have set out below.) 


With the exception of one item, all 
the engineers agree on the general 
theory of depreciating the structural 
items of property. This general theory 
is that the percentage reflecting the 
present condition is determined by 
physical observation, a study of the 
operating records of the company and 
a consideration of the age of the items 
of property and their estimated life 
expectancy where complete physical 
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observation is not possible or practica- 
ble. 

[3] The exception above referred 
to is in the depreciation of the labor 
cost of installing consumers’ meters. 
Spooner did not depreciate this cost on 
the theory that, under our classifica- 
tion of accounts, only the original 
cost of installing meters is capitalized 
and changes in installation are charged 
to operating expenses without affect- 
ing this account. 

Our task is to determine the present 
value of the property classified as used 
and useful. We think that the cost 
of installing the meters is as much 
a part of the meters as the cost of 
manufacturing the meters, and, that 
on the date of the appraisal, the la- 
bor expended in installing the meters 
should be depreciated to the same 
extent as the meter. We are aware 
that the cost of changes or re- 
installations, under our classification 
of accounts, are considered as op- 
erating expenses and do not affect 
the amount included in the appraisal 
for installing meters, but it must also 
be recognized that since this cost is 
charged to operating expenses it is paid 
by the consumers and not by the in- 
vestors. To require the consumer to 
pay rates based on the undepreciated 
cost of installation and also charge the 
consumer, as an operating expense, 
the cost of keeping the installation in 
100 per cent condition would result 
in a duplication of charges. We will 
therefore consider the cost of installing 
meters with the meters in determining 
the depreciation in the property. 

A study of the percentages assigned 
by the various engineers to the struc- 
tural items to reflect their depreciation 
indicates that there is but little differ- 


ence in these percentages, and that 
whatever differences exist are due, 
primarily, to differences of opinion, 
rather than the principle or method of 
determining depreciation. The com- 
posite condition percentages of the 
structural items of property, deter- 
mined from the various appraisals, are 
as follows: 
Spooner & Merrill 
Lucas & Luick : 
©. Ee Santh GCG... ccccevuncessanes 81.3% 
Commission’s engineers 

From a consideration of the various 
percentages and the reasons offered in 
support of each, we reach the con- 
clusion that structural items of prop- 
erty are in approximately 86.3 per cent 
condition. 


[4-8]The preceding discussion of 
depreciation has been confined entirely 
to the structural items. The witnesses 
were not in agreement upon the 
theory of depreciating overheads. 
Spooner and Luick do not depreciate 
any of the general overheads on the 
theory that the overhead costs are not 
again incurred when the various items 
are replaced. Under this theory the 
amount allowed for overheads re- 
mained as part of the property until 
the property, or units of it, are per- 
manently retired. Also under this 
theory it may be observed that a unit 
may depreciate so that its present value 
is but 5 per cent of its reproduction 
cost and yet the overheads, amounting 
to more than 15 per cent, would re- 
main in 100 per cent condition and, as 
admitted under cross-examination this 
exact situation is presented in several 
instances in the company’s appraisals. 

Doyne depreciated all overheads on 
the theory that the overheads are, in 
fact, part of the structural costs and 
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therefore depreciate with the struc- 
tural items of property. 

The Commission’s engineers follow 
the same theory as the city and depre- 
ciate all overheads except preliminary 
organization, legal, and administrative 
expenses. This item was not depre- 
ciated on the theory that the prelimi- 
nary surveys, organization costs, pre- 
liminary legal, and administrative ex- 
penses are incurred but once and are 
separate from the structural items and 
will not recur in the event of the re- 
placement of items of property. 

We think that in the above items of 
preliminary organization, legal, and 
administrative expenses there are, no 
doubt, certain expenditures which are 
a part of the cost of construction and 
subject to depreciation. For a prop- 
er treatment of the items of prelimi- 
nary organization, legal, and adminis- 
trative expenses the amount allowed 
for this undistributed cost should have 
been separated into two parts, one 
covering the preliminary costs which 
are undeniably of nonrecurring na- 
ture, such as those attaching to the per- 
petual corporate existence of the com- 
pany, and the other covering those ad- 
ministrative and legal costs which are 
incident to actual construction. There 
is no evidence, however, that would 
enable us to make this separation. 
The effect on the rate base and the 
rates is negligible regardless of the 
treatment we give this item. We will, 
therefore, treat the entire allowance 
for preliminary organization as not 
subject to depreciation. 

We think that all overheads of a 
recurring nature should be depreciat- 
ed. We cannot see why a distinction 
should be made between the cost of en- 
gineering on an item of property and 
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the labor cost of installing that iten 
of property. The engineering is treat. 
ed as an overhead, the cost of labor js 
not. The cost of the labor is depre. 
ciated with the physical property and 
in the same ratio. We think it as like. 
ly that the engineering cost of recon. 
structing the item will recur upon the 
reconstruction of the item hereafter 
as the so-called labor costs. All the 
engineers calculate their reproduction 
cost on this assumption. Since the 
engineering cost does recur, it should 
be depreciated. 

The company, in its brief, in discus- 
sing overheads, observes “‘that con- 
struction overhead costs are not in- 
tangibles, they are not merely theoreti- 
cal, but, in fact, are inescapable actual 
costs which must be paid out in dollars, 
but which, because of their nature, are 
handled generally instead of being 
spread out over the various items of 
property. They are as much a part of 
the cost of the property as the cost 
of brick or steel, and the property can- 
not be built without them.” (Italics 
ours.) We agree with this observa- 
tion. We only add that these general 
expenditures are subject to deprecia- 
tion like the brick and steel and with 
the brick and steel of which they are 
part. 

We are of the opinion that the ex- 
penditure for interest during construc- 
tion is also subject to depreciation, be- 
cause this amount is directly attributa- 
ble to the length of time the moneys in- 
volved in construction are tied up prior 
to the date that operations begin. It is 
also reasonable to assume that when 
units of property are to be replaced, 
the interest that would be paid during 
the construction period of the new unit 
of property would take the place of the 
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interest retired with the unit of prop- 
erty retired. Interest being of recur- 
ring nature, therefore, will be depre- 
ciated with and at the same rate as the 
structural items of property. 

The allowance for taxes during con- 
struction made in this report is not 
closely tied to all the units of property 
under consideration, but is our esti- 
mate of the amount which the con- 
structors of the property would have 
to pay because a part of the property 
had been completed on the assessment 
date, and because the property was still 
under construction during the year in 
which the tax assessment was paid. In 
the replacement of units of property it 
is unlikely that taxes during construc- 
tion would again have to be paid. It 
is possible for the operators of the 
property to guide their construction 
program when units of property are 
replaced that they may avoid having 
an item of property under construc- 
tion on the assessment date and have 
the construction period extending into 
the year when the tax assessment is 
paid. Since taxes therefore do not re- 
cur when units are replaced, we feel 
that it is proper to treat taxes in the 
same classification as preliminary sur- 
veys, and therefore not subject to de- 
preciation. 

We are aware of the possible criti- 
cism that our treatment of the cost of 
preliminary surveys and the expendi- 
ture for taxes as being of nondepreci- 
ating nature must assume that the 
property has a continuing and per- 
petual life. We admit that assump- 
tion. It must be assumed that utilities 
such as the Laclede Company will al- 
ways exist, and the treatment of de- 
preciation considers only the retire- 
ment and replacement of parts of the 


property. If the entire property dis- 
appears because the need for its serv- 
ice entirely disappears, then the loss 
of the investment in preliminary ex- 
penses and taxes, as well as the loss 
in the remaining property which has 
not completely depreciated, is one of 
the hazards of the industry. When 
gas street lights disappeared in St. 
Louis and were replaced by electric 
lights, the investment in gas lights 
could not be amortized out of the elec- 
tric rates paid by the city for street 
lighting. The investors in the gas 
company lost that part of the invest- 
meat represented by the gas lights. 
So it would be with the entire property 
if the use of gas disappeared entirely 
in St. Louis. At that time the amount 
represented by preliminary expenses 
and taxes would be lost. 

In our determination of the cost of 
reproduction less depreciation, we will 
calculate engineering and interest on 
the depreciated amounts, but will make 
no deduction for depreciation of pre- 
liminary organization and taxes. 

[9] The amount included for mis- 
cellaneous intangible items, covering 
the rental on the office building site, 
should be depreciated at the same rate 
as the office building because that ex- 
penditure is a part of the cost of the 
building and diminishes at the same 
rate that the building depreciates. 
The condition per cent of the building 
is estimated by Spooner as 90 per cent, 
by Luick as 95 per cent, and by the 
Commission’s engineers and the city’s 
engineers as 79 per cent. We think 
that 85 per cent is a reasonable figure 
to hpply to the office rental to de- 
termine its depreciation because of the 
depreciation of the office building. 
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(3) Taxes during construction. 

The various engineers used different 
methods of computing taxes during 
construction on the property of the 
Laclede Company. Spooner estimated 
that the company would pay $750,000 
taxes during construction. It was 
based upon the assumption that taxes 
would be paid on land for two years 
and on the balance of the property for 
two and a half years. The amount 
included, however, is not the result of 
any exact calculation. 

Luick assumed that various parts of 
the property would be put into con- 
struction at different times over a to- 
tal period of five years, depending up- 
on the date when each part would be 
placed in operation, and that during 
this 5-year period, the taxes would 
be assessed on the various assessment 
dates and become a part of the con- 
struction cost as of the date of assess- 
ment. This calculation resulted in an 
allowance for taxes during construc- 
tion of $578,382. In the computation 
by Luick, equipment subject to Manu- 
facturers and Merchants Tax was ex- 
cluded. The importance of this classi- 
fication will be apparent hereafter. 

Kinsey, testifying for the city, es- 
timated taxes at $155,000. Reference 
to the diagram included in Exhibit 40 
will clarify the discussion on taxes. 
The basis used by the city’s engineers 
is that construction would begin on 
August 1, 1933, and that on June 1, 
1934, the first assessment date after the 
beginning of construction, 10/24 of 
the property subject to taxation would 
be completed. The taxes payable on 
the basis of this assessment would be 
paid on December 31, 1935. The con- 
struction of the property will be com- 
pleted under this theory on July 31, 
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1935, and operations will begin on thal 
date. The taxes paid at the-end off 
the year 1935 should therefore be al. 
located 7/12 to construction and 5/1? 
to operation, in accordance with the 
uniform classification of accounts pref 
scribed by this Commission and fol. 
lowed by the company. This results 
in charging to construction 7/12 of the 
taxes paid in 1935, and would be based 
on the assessed valuation of 10/24 of 
the taxable property. The assessment 
made on June 1, 1935, does not become 
payable until December 31, 1936, and 
since, on the above assumption, no 
construction will be carried on in 
1936, all of those taxes become charge. 
able to operation and therefore do not 
accrue against construction costs. As 
noted above, this calculation applies to 
the taxable property and exclude 
items of property subject to Manufac- 
turers and Merchants Tax because 
these items do not become subject to 
taxation until after completion and 
operations begin. 

The Commission’s engineers de- 
termined the amount to be allowed for 
taxes by assuming that the same tax 
rate would be used for reproduction 
that now prevails in St. Louis, and that 
the assessed value upon which taxes 
would be calculated would have the 
same ratio to the reproduction cost 
that the actual assessed value of the 
property in St. Louis is to the book 
value. This calculation results in an 
allowance of 14 per cent of the prop- 
erty value for all items except right- 
of-way and general equipment and 
amounts to $497,706. 

[10] In the determination of taxes 
in this case we accept as correct the 
testimony of Lucas, for the company, 
and Kinsey, for the city, that plant 
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equipment, meter shop equipment, and 
parage equipment are subject only to 
Manufacturers and Merchants Tax. 

This classification includes the items 
listed in the inventory under the fol- 
Bowing accounts: 


Account 


Coke Oven Plant 
Boiler Plant Equipment 
Steam Engines 
Accessory Power Equipment 
Benches and Retorts 
Water Gas Sets 
Purification Apparatus 
Accessory Works Equipment 
329 General Equipment (b to g, inclusive) 


We will eliminate the items listed 
above in making our computations of 
taxes during construction, for the rea- 
son that these items are classified by 
the city of St. Louis, for taxation pur- 
poses, under the Manufacturers and 


Merchants Tax, and the practice of the, 


Laclede Company has been to pay a 
Manufacturers and Merchants Tax on 
the above items. Since the Manufac- 
turers and Merchants Tax is not as- 
Isessed until the plant is in operation 
and the taxes so paid are charged to 
operating expenses, we feel that the 
inclusion of this tax in construction 
cost would result in a duplication and 
would amount to requiring the rate- 
payer to pay the tax as an operating 
expense and also pay a return on the 
amount as a part of the rate base. 
[11] The other items consisting 
of land, structures, holders, mains, 
services and meters, automobiles, 
furniture and fixtures, cash, and ma- 
terials and supplies are subject to the 
general property tax. Taxes during 
construction should not be allowed on 
automobiles, furniture and fixtures, 
cash, and materials and supplies, as 
these do not become part of the prop- 
erty until the end of the construction 
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period and subject to assessment after 
operations begin. 

The statute (§ 9977 Rev. Stats. Mo. 
1929) provides that all land, build- 
ings, structures, and permanent fix- 
tures situate thereon, or permanently 
attached thereto, shall be considered 
as real property. Meters and the other 
items above referred to evidently have 
been treated by the city taxing author- 
ities as personal property, as is evi- 
denced by their exclusion from the list 
of items subject to the Manufacturers 
and Merchants Tax. It is hard to de- 
termine definitely from the record ex- 
actly what principle or rule is adopted 
by the city authorities in determining 
what property shall be taxed under the 
heading of Merchants and Manufac- 
turers Tax and what is classified sole- 
ly as personal property, but since the 
property has been classified as indicat- 


ed above, and we presume will contin- 
ue to be so treated in the future, we do 
not think it necessary to undertake to 


determine the reason. Being so clas- 
sified and so taxed at present we must 
assume that in the event of the repro- 
duction of property it will be similarly 
treated. 

The record shows that the company 
does not set up a reserve for taxes dur- 
ing construction but considers the tax- 
es as part of the expenses of the year 
in which the payment is made and al- 
locates the amount so paid to construc- 
tion costs and operating expenses in 
the ratio of the length of the construc- 
tion period of the particular item to 
the operating period of the same item 
during the year. 

At the October, 1938, hearing, the 
Commission received additional testi- 
mony upon the subject of taxes dur- 
ing construction. 
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The city entered its Exhibit No. 94 
which shows the city’s interpretation 
of the supreme court’s opinion upon 
this subject. They recommended at 
this time an allowance of $329,563. 
They further called attention to the 
fact that if $116,395, the amount al- 
lowed on the constructed property by 
the Commission in its order of No- 
vember 30, 1934 (7 P.U.R.(N.S.) 
277) and which the supreme court 
intimated was only 30.7 per cent of the 
taxes that should have been allowed, 
that 100 per cent of the taxes would 
be $379,143, and adding to that $46,- 
364 for the taxes on land and $10,501 
for taxes on leased property, would 
give a maximum allowance of $436,- 
008. 

The company on this point contend- 
ed that in their opinion the total al- 
lowance for taxes during construction 
should be $775,202. This was based 
upon their interpretation of the su- 
preme court’s opinion. Both the city 
and the company in calculating their 
taxes used figures found by the Com- 
mission and affirmed by the supreme 
court, and the difference between the 
two estimates is one of the arguments 
as to when taxes begin to accrue. 

The city’s contention was that they 
could not begin to accrue until they 
were assessed. The company’s con- 
tention is that they begin to accrue on 
the date that the construction starts. 

In view of the evidence and treat- 
ment of the subject by the supreme 
court, we are of the opinion and find 
that a proper sum to allow for taxes 
during construction is the sum of 


$600,000. 


(4) Allowance for annual deprecia- 
tion. 
Spooner submitted Exhibit 18 to 
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substantiate his recommendation oj 
the proper allowance for annual refi 
placement and renewal expenses other. 
wise designated as allowance for de. 
preciation. This exhibit is based o 
all of the property which is included 
as used and useful by Spooner in hi 
appraisal. The percentage determine 
from this calculation is 2.22 per cent 
of the cost of reproduction of thei 
structural items. In this computation 
no allowance is made for overheads 
because overheads were not depreciat- 
ed by Spooner in determining the cos 
of reproduction less depreciation 
Spooner recommends that the com 
pany be allowed to set up $744,725 
annual replacement or annual depre 
ciation requirement. 

In addition to this annual replace. 
ment requirement Spooner recom 
mends that the amount represented by 
the cost of reproduction less deprecia- 
tion of the property not included in the 
rate base be amortized over a 10-year 
period with interest at 6 per cent. 
This would require an additional sum 
of $61,117 per year during the next 
ten years. Lucas recommends an al-§ 
lowance of $750,000 per year until the 
depreciation reserve reaches an amount 
equivalent to 10 per cent of the repro- 
duction cost of the physical property. 
In determining the annual depreciation 
requirement, both Spooner and Luick 
assumed life expectancies for various 
items of property. 


Boyles, the city’s witness, submitted 
Exhibit 76 and testified that the an- 


nual depreciation allowance should be 
based upon the company’s experience 
in making retirements, calculated on 
the original cost of the items retired, 
and computes the amount necessary to 
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provide for current accruing deprecia- 
ion to be $400,000 per year. 
Ross, the Commission’s chief ac- 
ountant at the time of the audit, sub- 
itted Exhibit 3 showing the calcu- 
ation of the annual depreciation re- 
ifmpuirement based on the company’s re- 
irement experience during the period 
907 to 1933. This shows that the 
nverage annual depreciation approxi- 
ated 1.48 per cent of the average an- 
ual investment during the period 1907 
o 1933. 
[12] The Commission in its report 


ionfiin this case issued on January 15, 1929 


17 Mo. P. S. C. R. 206, 223, P.U.R. 
1929A, 561) fixed the annual depre- 
jation allowance at 14 per cent of the 
depreciable property. At that time 
he Commission found that the com- 


any’s depreciation reserve, as of De-, 


ember 31, 1927, was $2,500,782.03. 
Our accountants now report that the 
adjusted annual depreciation reserve 
on September 30, 1933, was $2,844,- 
681.58, showing an increase of ap- 
proximately $344,000. It seems to us, 
therefore, that if an allowance of 
1} per cent of the investment in de- 
preciable property has adequately pro- 
vided for the annual replacement re- 
quirements of the company and has al- 
so enabled the company to increase its 
reserve by $344,000, an allowance of 
$500,000 is adequate for future re- 
quirements. We will, therefore, allow 
$500,000 for the annual depreciation 
requirement. The Laclede Company 
should also set aside 14 per cent of the 
cost of net additions and betterments 
subsequent to June 30, 1934. 

[13, 14] We are aware that in this 
depreciation requirement we have not 
provided for usual retirements of 
property caused by replacement of the 


service by another type of service, as 
in the replacement of gas by electricity 
for street lighting; the obsolescence 
of a facility as in the abandonment of 
the Pintsch gas plant; or by the sud- 
den change either in the art of making 
gas or the discovery of a different 
source of supply, as in the introduction 
of mixed gas or natural gas into St. 
Louis. The allowance we are making 
is for the gradual wearing away of the 
plant. Sudden changes as enumerated 
above are hazards of the industry and 
result in a loss to the investor unless 
the change benefits the consumer by 
offering him the same service at a low- 
er rate or a better service at the same 
rate, in which case the superseded 
property should be amortized out of 
the rates paid by the consumer. In 
the latter case the consumer benefits 
by the change and therefore should 
pay for the change. In the former 
case where the abandonment does not 
result in any advantage to the con- 
sumer, the loss occasioned by the 
abandonment must be sustained by the 
investor. If natural gas had been 
brought to St. Louis and the consum- 
er served with straight natural gas at 
much lower rates than he paid for 
manufactured gas, it would have been 
proper to amortize the value of the 
manufacturing facilities out of the 
savings. The introduction of natural 
gas for mixing purposes has not re- 
sulted in any appreciable saving to the 
consumers and the consumer should, 
therefore, not be charged with any 
amount for the amortization of the 
units of property which we have classi- 
fied as not used in public service at 
the present time. The supreme court 
of Missouri in its decision remanding 
this case to us specifically sets out that 
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no allowance for amortization should 
be made where the property suddenly 
goes out of service because of changes 
in the art. That is one of the hazards 
of the game. 

We also call attention to the fact 
that, if the company’s contention that 
these plants will again be put into 
service is valid, their amortization 
would result in the consumers paying 
for their retirement and at a later date 
paying a return on them when they are 
again introduced into the rate base as 
used and useful property. We will, 
therefore, make no additional allow- 
ance for amortization other than has 
been included in the allowance for an- 
nual depreciation. 


(5) Amortization of cost of change- 
over expense and cost of appraisals. 
At the October, 1938, rehearing tes- 

timony of witnesses for the city of 


St. Louis and for the Laclede Gas 
Light Company on the subject of 
amortization of change-over and cost 
of appraisal expense was to the effect 
that these items had been given proper 
consideration in our November 30, 
1934, report and order, supra. In 
view of this testimony, and in the ab- 
sence of particular direction from the 
supreme court, we are of the opinion 
that our former treatment of this sub- 
ject needs no further comment. We 
will not alter our former disposition 
of this subject. 

The changes which we now make 
in findings and conclusions on the 
points above result in an increased al- 
lowance for engineering and superin- 
tendence and for taxes during con- 
struction, and also result in an increase 
of the amount of accrued depreciation. 
Giving full weight to these changes in 
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the estimate of reproduction cost less 
depreciation the result would be negli. 
gible. The case was remanded for 
reconsideration of the minor matters 
herein discussed. However, in view 
of the various exhibits and all of the 
evidence offered by the utility touching 
its actual operating results since the 
prior decision we have not confined 
our reconsideration solely to the points 
dealt with specifically herein, but have 
reviewed and reconsidered all of the 
previous findings contained in the re. 
port and order of November 30, 1934 
supra, to determine if any further ad- 
justment should be made. Upon such 
reconsideration we find that no further 
adjustments are required or justified, 
and upon taking into account the ad- 
justments herein made, together with 
all other evidence and all other factors 
for consideration in finding fair value, 
we see no sufficient reason to alter the 
previous finding of $39,000,000 as 
the measure of the fair value of the 
company’s property used and useful 
in the public service. 


The Impounded Fund 


During the period of litigation over 
the order of November 30, 1934, su- 
pra, and pending final disposition of 
Case No. 5217, there has been in- 
pounded pursuant to court orders the 
difference between the rates in effect 
and those prescribed by said order the 
total amount of $1,424,861.33 to June 
1, 1939. 


The company in its petition to re 
open Case No. 5217 and to consolidate 
therewith Case No. 9753 reviewed at 
length various proceedings, litigation, 
and controversies in which it has been 
involved since 1927 and expressed a 
willingness and an ardent desire to 
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terminate all litigation and controver- 
‘Mies in the mutual interest of all con- 
cerned and to rehabilitate and establish 
good public relationship. This it 
hoped to do by obtaining approval of 
the proposed schedules which would 
reduce rates below those required by 
the November 30, 1934, order of this 
Commission which schedules when al- 
lowed would render moot the question 
of rates in Case No. 5217 and estab- 
lish rates for the future, which, al- 
though inadequate for the present to 
produce an allowable return, would 
ultimately prove to be remunerative. 
Further, “petitioner submits that it is 
willing to consider a disposition of the 
impounded fund by agreement rather 
than on the basis of strict legal rights” 
and ‘petitioner therefore suggests that 
in disposing of this proceeding the 
Commission enter its findings as to 
what, in its opinion, all of the fore- 
going matters considered, would be 
a fair, just, and equitable disposition 
of said fund.” 

At the conclusion of the hearing in 
the case and in response to a request 
for an expression of the views of 
counsel and a declaration of the par- 
ties in reference to the terms and con- 
ditions to which they would agree in 
disposing of the impounded fund, and 
the manner in which the Commission 
should deal with the subject, resulted 
in a statement by counsel on behalf of 
the company and the city and a sub- 
sequent written proposal by the 
city. 

It was proposed by counsel for the 
company that, independent of any 
strict legal right, the company was 
willing to and would, in the interest of 
amicable relations and a speedy dis- 
position of all controversies, agree that 


all of the impounded funds accumulat- 
ed to the effective date of the gross 
receipts tax ordinance, which was May 
17, 1938, amounting to $1,066,668.29, 
should be at once distributed to the 
consumers who paid it and that the 
money impounded since the effective 
date of the ordinance should be re- 
turned to the company. 

Counsel for the city requested time 
to reply to the proposed distribution 
of the impounded money and there- 
after submitted a written document re- 
viewing various questions of law, and 
concluded that all money impounded 
to the effective date of the new rates 
should be returned to the consumers. 
The city conceded that the proposed 
rate schedules were more favorable in 
total results than an actual compliance 
with the order of the Commission 
would have been, but it contended that 
to allow a return of any part of the 
impounded fund to the company 
would be equivalent to a change in 
rates retroactively. 

[15] We are aware that we have 
no jurisdiction over the impounded 
fund and cannot control its disposi- 
tion. However, we are not unwilling 
to express our views in reference to 
that subject, and to state what in our 
judgment would be fair, just, and 
equitable in disposing of it in view of 
all the facts and circumstances now 
before the Commission. Such a find- 
ing has been expressly requested, 
primarily with the view of being of 
some assistance in the ultimate achieve- 
ment of peace between all interested 
parties. 

It has been shown that the experi- 
ence of the company since 1935 has 
been such that its net revenues were 
inadequate to fully cover depreciation 
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and a lawful return on the value of its 
property; that the ordinary expenses 
of the company have very materially 
increased and in addition thereto, since 
May 17, 1938, it has been required to 
and has paid to the city of St. Louis a 
gross receipts tax of 5 per cent which 
amounts approximately to a sum equal 
to the 6 per cent reduction required 
by the Commission’s order of No- 
vember 30, 1934, supra. 


It has been suggested by counsel for 
the city that the company was delin- 
quent in not requesting an alteration 
of rates if such were found to be nec- 
essary and that it was guilty of laches 
in not sooner presenting its proposed 
schedules. In this connection it is per- 
tinent to recall a proposed compromise 
submitted to this Commission under 
date of February 11, 1938, at which 
time the city and the company pre- 
sented proposals, with a view of set- 
tling litigation and contests, for the 
approval of the Commission. Coinci- 
dent therewith the company filed new 
schedules of rates designed to meet 
proposals contained in the compromise 
agreement. Said schedules were at 
the time suspended by the Commis- 
sion. It was agreed that the report 
and order in Case No. 5217, as ap- 
proved by the court, would be accept- 
ed. Specific mention was made of the 
finding of the fair value and the rate 
of return allowed. It was further 
agreed that money impounded to the 
date of the agreement be returned to 
the consumers. The amount accumu- 
lated to January 11, 1938, was $943,- 
264.15. As a part of the considera- 
tion of the agreement a settlement of 
litigation over the validity of an or- 
dinance effective March 20, 1936, was 
contemplated. It was proposed that 
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the company pay the city in instalments 
the amount of the tax called for ; 
said ordinance to the effective date of 
a newly proposed ordinance. No pay 
ment of any tax had been made unde 
the 1936 ordinance, and the suit con 
testing the validity thereof is still pend 
ing. The proposed compromise agree 
ment was submitted to the Commis 
sion and after hearing thereon approy 
al was withheld mainly because of the: 
proposed payment of so-called back 
taxes under an ordinance, the validity 
of which was being contested. Weare 
of the opinion that the proposal now 
submitted by the company is moré 
favorable to the consumers than thatfic 
previously agreed to and urged by the 
city. 

Viewing the question of impounded 
money in the light of all facts and cir- 
cumstances now before the Commis. 
sion, including the efforts of the par- 
ties to compromise differences, the pro- 
posed new rates which we have now 
approved, the attitude of the company 
in making concessions which we deem 
in the public interest, and the impor 
tance of ending wasteful contests, we 
are of the opinion and find that the 
proposal of the company to agree that 
all impounded money to the effective 
date of the last ordinance under which 
a gross receipt tax has been paid be 
returned to the consumers, and _ that 
funds impounded since that date be re- 
turned to the company, should be ac- 
cepted by all parties in interest; and 
that such a disposition of the impound. 
ed fund, in our judgment, would be 
fair, just, and equitable in all respects 
and eminently in the public interest 
We, therefore, make this recommen- 
dation for whatever value it may have 
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dnd with the view of being helpful to 
all the parties in interest. 

[Schedules omitted. ] 

At the hearing held on July 6, 7, 
and 8, following the order of the 
Commission in Case No. 5217 reopen- 
ing the said case for further hearing, 
the company withdrew the proposed 
Rule No. 13 relating to maintenance 
of customers appliances, as set forth 
in the schedules of rates proposed in 
Case No. 9753, thereby removing that 
ity question from further discussion at 
this time and leaving for consideration 
monly the new rates that were proposed 
and now under suspension in Case No. 
9753. 

By Sheet No. 2 of the Company’s 
Exhibit No. 100 filed herein on July 
6, 1939, it shows the effect the rates 
will have on its revenues if applied to 
its business for the year ended March 
31, 1939. The details of the changes 
are as follows: 


Reduction 
in Revenue 


$287,719.28 
227.71 


General gas service 

Laclede Power & Light Co. gen- 
eral service rate 

Industrial demand rate customers 
effected by proposed general 
rate 

Residential house heating service 
Forfeited discounts 


13,283.67 
72,226.42 
49,488.49 


Total reduction $422,945.57 


The company claims by the same 
exhibit the amount of the 6 per cent 
tate reduction applicable to general gas 
service as required by the Commission 
in its former order, Case No. 5217, 
would be $320,823.81, leaving a net 


effect on the revenues by the rates it 
now proposes $102,121.76 greater than 
the required 6 per cent reduction. It 
should be added that the reduction 
designated as $49,488.49 from for- 
feited discounts comes about by a pro- 
posed change in the difference between 
the gross rates and net rates to be 
charged on bills paid within a certain 
date and those delinquent beyond that 
date. The present rule applicable to 
delinquent payments reads as follows: 

“Consumers’ monthly bills will be 
computed at the net rate and there will 
be added to the total net charge 5 
per cent when paid in full after ten 
days and before twenty days from 
date of bill and 12 per cent when paid 
after twenty days from date of bill.” 

It is evident that the company, by 
the rates it proposes to put into effect 
now, not only meets the requirements 
of the former order of the Commis- 
sion to reduce its general and domestic 
gas rates 6 per cent, but, in addition 
thereto, for the purpose of promoting 
sales, offers to make further reductions 
in the rates to be charged for gas 
furnished to house heating, commer- 
cial space heating, air conditioning, 
and refrigerating service customers, 
present and prospective. 

We find that the revenues of the 
company under the proposed schedules 
of rates will not in any event exceed 
a reasonable return. 

We further find that the proposed 
schedules of rates are proper, just, and 
reasonable and should be approved and 
permitted to become effective at an 
early date and shall so order. 
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Re Nelson Telephone Company 


[2-SB-130.] 


Security issues, § 49 — Grounds for disapproval — Financial condition. 
The Commission cannot grant authority to issue securities, even though 
the needs of a corporation for additional funds may be clear, unless the 
corporation can satisfy the requirements of the statute as to proportions 
of securities, nature of the business, credit and prospects, management and 
operation, financial condition, plan of operation and proposed undertaking 
and reasonable protection to purchasers of securities. 


[July 5, 1939,] 


Femina by telephone company for authority to issue 
first mortgage bonds; denied. 


HearRInNG: June 7, 1939, at 
Durand before examiner C. J. Jasper. 

APPEARANCES: Nelson Telephone 
Company, by Willis E. Donley, Attor- 
ney, Menomonie by D. C. Williams, 
Attorney, Menomonie; of the Com- 
mission staff: Ralph S. Butler, Senior 
Case Investigator. 


By the Commission: On May 18, 
1939, the Nelson Telephone Company, 
Durand, Pepin county, filed applica- 
tion requesting authority to issue $6,- 
500 principal amount of first mortgage 
bonds to secure funds with which to 
refund $3,700 of short-term notes 
payable and to provide $2,800 to pay 
for additions to plant including the 
metallicizing of its lines. Notice of 
investigation, hearing, and assessment 
of costs was entered on May 25, 1939. 

The applicant is a telephone utility 
rendering service to approximately 140 
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customers in and around the village 
of Nelson, Buffalo county, through a 
magneto switchboard. Its rural cir. 
cuits which serve the majority of its 
customers are grounded and its local 
circuits are partly metallic and partly 
grounded. 

The total authorized capital consists 
of $10,000 of common stock of which 
$6,000 has been issued and is now 
outstanding. The balance of $4,000 
has been authorized by the Commis 
sion to be issued for cash for the pur- 
pose of paying outstanding indebted. 
ness, but this authority has not been 
exercised. 

The latest financial statements are 
the applicant’s balance sheet as of De- 
cember 31, 1938, and its income state- 
ment for the year 1938. These are 
shown below as Tables I and II, re 
spectively. 
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TABLE I 
Assets: 
Telephone plant $19,119.27 
Less depreciation reserve 4,911.70 


$14,207.57 
3.16 


276.50 
941.88 


$15,429.11 


Liabilities : 
Common stock 
Mortgage due 1940 
Notes payable 
Accounts payable 
Miscellaneous liabilities 
Surplus 


$15,429.11 


TABLE II 
1931 1932 1934 
Operating revenues $3,596.54 $3,512.72 4 $3,328.68 
Operating expenses $2,490.37 $2,257.82 $1,878.57 $1,856.12 
Depreciation expense 600.00 780.00 780.00 780.00 
Tax expense 100.29 164.62 158.99 156.88 
Total operating expense $3,190.66 $3,202.44 $2,817.56 $2,793.00 


Net operating revenue $405.88 $310.28 
Nonoperating revenue 245.00 252.25 


Gross income $650.88 $562.53 


Interest on mortgage $175.00 $175.00 $175.00 
Interest on floating debt 270.00 284.00 251.00 


Total interest charges $459.00 $426.00 
Net income $205.88 $103.53 $179.09 
























































1935 1936 1937 
Operating revenues $3,373.77 $3,226.55 $3,216.58 
Operating expenses $1,784.00 $1,876.33 $2,043.18 $2,957.52 
Depreciation expense 780.00 J 780.00 
Tax expense 133.22 : 125.60 


Total operating expense 765. $2,789.55 $2,995.16 $3,863.12 

















Net operating revenue 556. $584.22 $231.39 
Nonoperating revenue ; 25.80 


Gross income $597.21 $610.02 $231.39 $646.54* 


Interest on mortgage $175.00 $175.00 $175.00 $175.00 
Interest on floating debt 236.17 226.31 217.30 


Total interest charges $478.60 $411.17 $401.31 $392.30 
Net income $118°61 $198.85 $169.92*  $1,038.84* 


























* Denotes red figure. 30 P.U.R.(N.S.) 
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With the exception of a slight in- 
crease in 1936, Table II shows that 
the total operating revenues of the 
company have been declining steadily 
for the past eight years and there is 
nothing in the records now before us 
to indicate that the revenues will in- 
crease. The inadequacy of service 
was discussed at some length in our 
decision dated April 25, 1939, in 
Docket 2-U-1397 and an appropriate 
order issued. Further the Commis- 
sion authorized the company in its de- 
cision dated March 13, 1939, in Dock- 
et 2-U-1403, to eliminate the present 
excess mileage charge of 25 cents per 
mile for metallic service furnished to 
subscribers residing beyond a 1-mile 
radius of the central office. However, 
the applicant’s representative testified 
that an increase in operating expense 
will result from compliance with our 


service order dated April 25, 1939 in 
Docket 2-U-1397. It is doubtful, 
therefore, whether any substantial in- 


Commission Date of 
file number application 


2-SB-22 Apr. 1, 1932 

2-SB-33 Feb. 20, 1933 

2-SB-71 Aug. 17, 1936 

2-SB-117 Jan. 14, 1939 
crease in net revenues will be experi- 
enced. 

We appreciate the fact that the 
company is faced with the necessity 
of raising funds to pay for the metal- 
licizing of its lines and that the neces- 
sary funds must be obtained from op- 
erating revenues, from borrowing, or 
from the sale of additional stock. 

Based upon the earnings of the com- 
pany, shown in Table II, there is 
little expectation that the company 
could obtain sufficient funds from 
this source. The largest amount 
which the company could have re- 
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served from earnings in any of the 
past eight years was about $900, con. 
sisting of the amount of net income 
plus the annual provision for depre. 
ciation, and it is apparent that these 
funds have been utilized for replace. 
ment of property or other corporate 
purposes. 

The company has chosen to seek the 
funds by the issuance of bonds. As 
reflected in Table I, the company now 
has a $3,500 mortgage debt outstand. 
ing on certain of its real estate. This 
debt bears a 5 per cent annual interest 
charge and is due in 1940. The pres. 
ent proposal to issue $6,500 of 5 per 
cent bonds would increase that mort. 
gage debt to a total of $10,000 and the 
interest charge to $500 per annum. 

This is the fifth time that the Ne:- 
son Telephone Company has filed ap- 
plications with the Commission for 
authority to issue securities senior to 
common stock. The other four case 
are: 


Description of security 
$5,000 of 7% cumulative preferred stock 
4,000 of 6% cumulative preferred stock 
5,000 of 5% first mortgage bonds 

6,500 of 5% first mortgage bonds 

We denied authority to issue the 
securities in each of the above cases, 
basing our denial on the financial cor- 
dition of the company. 

In entertaining an application for 
authority to issue securities, we art 
required to follow provisions of Chap. 
184 (§ 184.05 (4)) of the Statutes. 
One of the statutory requirements is 
that “the amount of securities of each 
class which any public service corpora- 
tion may issue shall bear a reasonable 
proportion to each other and to the 
value of the property, due considera- 
tion being given to the nature of the 
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business of the corporation, its credit 
md prospects, the possibility that the 
alue of the property may change 
rom time to time, the effect which 
uch issue will have upon the manage- 
ent and operation of the corporation 
by reason of the relative amount of 
nancial interest which the various 
lasses of stockholders will have in the 
orporation and other considerations 
Heemed relevant by the Commission.” 
nother provision requires us to find 
hat “the financial condition, plan of 
pperation, and proposed undertakings 
pf the corporation are such as to af- 
ford reasonable protection to pur- 
hasers of the securities to be issued” 
before a certificate of authority may 
be issued. All of the statutory pro- 
sions indicate clearly that the law 
equires us to see to it that public utili- 
ies follow sound principles of finance 
o the end that the investor is given 
easonable protection. While the needs 
pf a corporation for additional funds 
nay be clear, we cannot grant authori- 
y to issue securities unless the corpo- 
ation can satisfy the requirements of 
he statute. 


As heretofore pointed out the ap- 
plicant now has authority to issue $4,- 
000 of additional common stock. The 
company needs no further authority. 
If this amount were sold for cash and 
the proceeds applied as far as possible 
to the payment of its floating debt, the 
company would be relieved of the an- 
nual interest charge on this debt and 
the earnings available to the stock- 
holders would be increased by that 
amount. The interest of the stock- 
holder, the management, and the cred- 
itors would thereby be benefited and 
the financial condition of the company 
improved. 


Finding 
The Commission finds: That the 
proposed issuance of bonds by the 
Nelson Telephone Company, Durand, 


does not comply with the provisions 
of Chap. 184, Statutes. 


ORDER 


It is therefore ordered, that the ap- 
plication of the Nelson Telephone 
Company to issue bonds be and is 
hereby denied. 





FEDERAL POWER COMMISSION 


Re New Jersey Power & Light Company 


et al. 


[Docket No. IT-5518.] 


nterstate commerce, § 22 — What constitutes — Interstate electric transmission. 
1. Transmission facilities owned and operated by an electric utility whose 
physical lines are located wholly within a single state are transmission fa- 
cilities used for the transmission of electric energy in interstate commerce 
when by intermediate connection they comprise part of the pathway by 
which electric energy is transmitted in both directions across state lines, 


. 35. 
[3] " 
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Electricity, § 2.1 — Jurisdiction of Federal Power Commission — Interstat, 


electric transmission. 
2. An electric utility company 


within a single state but whose lines comprise 


whose physical lines are located wholly 


part of the pathway by 


which electric energy is transmitted in both directions across state lines i 
a public utility within the meaning of the Federal Power Act, and, there. 
fore, subject to the jurisdiction of the Federal Power Commission, p. 35, 


Consolidation, merger, and sale, § 13 — Necessity of Commission authorization — 
Federal regulation — Interstate electric transmission. 

3. An electric utility subject to the jurisdiction of the Federal Power Com. 

mission violates § 203(a) of the Federal Power Act when it acquires share 

of common capital stock of another electric company without prior author. 


ization from the Commission, p. 


36. 


[July 18, 1939,] 


NVESTIGATION of alleged violation of provisions of Federal 

Power Act by company acquiring securities without au- 

thorization of the Commission; company held to be subject to 

Commission jurisdiction and acquisition of securities held to be 
unlawful. 


By the Commission: It appearing 
to the Commission that: 

(a) On June 7, 1938, the Commis- 
sion issued its show cause order di- 
recting New Jersey Power & Light 
Company to submit in writing, under 
oath, detailed information concerning 
its reported acquisition of 341,350 
shares of the common stock of Jersey 
Central Power & Light Company in 
apparent violation of § 203(a) of the 
Federal Power Act, and to show cause 
if any there be, why the Commission 
should not proceed to enforce the pro- 
visions of the Federal Power Act; 
that New Jersey Power & Light Com- 
pany made due return to the show 
cause order, denying that Jersey Cen- 
tral Power & Light Company was a 
“public utility” as defined by the Fed- 
eral Power Act, and asserting that no 
approval of the Federal Power Com- 
mission was required by law in the 
acquisition by respondent, New Jersey 
Power & Light Company, of the 341,- 
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¥ 


350 shares of common capital stock of 
Jersey Central Power & Light Con- 
pany; that respondent, by acquiring 
such stock had not violated § 203(a) 
or any other provisions of the Fed- 
eral Power Act; 

(b) The Commission, on July 5, 
1938, instituted an investigation to 
determine all facts, conditions, prac- 
tices, and matters relating to the 
transaction whereby the respondent, 
New Jersey Power & Light Con- 
pany, on March 14, 1938, acquired 
341,350 shares of the common capital 
stock of Jersey Central Power & 
Light Company, and assigned all such 
matters for public hearing on August 
29, 1938, to determine whether the 
acquisition by New Jersey Power & 
Light Company of certain shares of 
the common capital stock of Jersey 
Central Power & Light Company, on 
March 14, 1938, constituted the pur- 
chase, acquisition, or taking by a pub- 
lic utility of any security of any other 


34 
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public utility within the meaning of 
§ 203 (a) of the Federal Power Act, 
as well as all facts pertaining to any 
other issue raised by the order to show 
cause theretofore issued and the re- 
turn thereto by New Jersey Power & 
Light Company ; 

(c) Hearing upon the matters 
specified in the order of the Commis- 
sion under date of July 5, 1938, was 
duly postponed to September 27, 
1938; public hearing began on Sep- 
tember 27, 1938, and was concluded 
on October 10, 1938; New Jersey 
Power & Light Company, respondent, 
appeared by counsel and Jersey Cen- 
tral Power & Light Company ap- 
peared as intervener and was repre- 
sented by counsel; respondent and in- 
tervener were given full opportunity 
to be heard, to present evidence and 
testimony, to cross-examine witnesses, 
and submit briefs in support of their 
various contentions ; 

(d) The Commission having care- 
fully reviewed all testimony and evi- 
dence adduced at the hearing on the 
matters and issues presented in this 
cause, and having carefully considered 
the briefs filed by the respondent, the 
intervener, and counsel for the Com- 
mission ; 

The Commission finds that: 

[1, 2] (1) Jersey Central Power 
& Light Company owns and operates 
transmission facilities extending from 
its substation adjacent to its generat- 
ing plant in South Amboy, New Jer- 
sey, to the south bank of the Raritan 
river where such transmission facili- 
ties are joined to the transmission fa- 
cilities of Public Service Electric and 
Gas Company ; that such transmission 
facilities of Public Service Electric 
and Gas Company extend from the 


south bank of the Raritan river in 
said state to Mechanic street substa- 
tion of the Public Service Electric and 
Gas Company located at Perth Am- 
boy, New Jersey; that such trans- 
mission facilities of the above-named 
companies are utilized for the trans- 
mission of electric energy in both 
directions between Mechanic street 
substation and the substation of Jer- 
sey Central Power & Light Company 
adjacent to its generating plant in 
South Amboy; that such transmission 
facilities at Mechanic street substation 
are connected directly and at all times 
with a common bus bar in the Me- 
chanic street substation ; that normally 
electric energy passes over such trans- 
mission facilities daily in both direc- 
tions between the points specified ; 
(2) Public Service Electric and 
Gas Company owns transmission fa- 
cilities extending eastwardly from 
Mechanic street substation to the mid- 
channel of Kill Van Kul, a navigable 
body of water separating the state of 
New Jersey from Staten Island, New 
York; that such transmission facilities 
are joined at the mid-channel of Kill 
Van Kul with transmission facilities 
of Staten Island Edison Corporation 
which facilities extend from the point 
of connection to Atlantic substation of 
the Staten Island Edlison Corporation 
located on Staten Island in the state 
of New York; that such transmission 
facilities of Public Service Electric 
and Gas Company and Staten Island 
Edison Corporation are attached to 
the same common bus bar at Mechanic 
street substation to which is attached 
the transmission facilities of Jersey 
Central Power & Light Company and 
Public Service Electric and Gas Com- 
pany, extending from Mechanic 


35 30 P.U.R.(N.S.) 





FEDERAL POWER COMMISSION 


street substation to South Amboy, 
New Jersey; that normally electric 
energy is transmitted daily in both 
directions over the transmission fa- 
cilities of Public Service Electric and 
Gas Company and Staten Island Edi- 
son Corporation between Atlantic sub- 
station and Mechanic street substa- 
tion; that the transmission facilities 
described provide a direct and inter- 
connected line for the flow of electric 
energy between the substation of Jer- 
sey Central Power & Light Company 
located adjacent to its generating plant 
in South Amboy and Atlantic substa- 
tion of Staten Island Edison Corpora- 
tion on Staten Island in the state of 
New York, via Mechanic street sub- 
station, and electric energy was trans- 
mitted over such transmission facili- 
ties between such points via Mechanic 
street substation on numerous occa- 
sions during certain days and almost 
daily throughout 1936, 1937, and to 
September, 1938; that there is no evi- 
dence or testimony of any change in 
such operations during this period or 
subsequent thereto; that electric en- 
ergy transmitted over facilities ex- 
tending from the substation adjacent 
to the generating plant of Jersey Cen- 
tral Power & Light Company in South 
Amboy, New Jersey to Atlantic sub- 
station, on Staten Island, in the state 
of New York, via Mechanic street sub- 
station, is generated in the state of 
New Jersey and consumed in the state 
of New York; that electric energy 
transmitted from Atlantic Street sub- 


station to the substation of Jersey 
Central Power & Light Company in 
South Amboy, New Jersey, via Me. 
chanic street substation, is generate( 
in the state of New York and con. 
sumed in the state of New Jersey; 

(3) The transmission facilities 
owned and operated by Jersey Central 
Power & Light Company extending 
from its substation adjacent to its 
generating plant in South Amboy, 
New Jersey, to the south bank oj 
the Raritan river in said state are 
transmission facilities utilized for the 
transmission of electric energy in in- 
terstate commerce, and therefore, Jer. 
sey Central Power & Light Company 
is a “public utility” within the meaning 
of the Federal Power Act; 


for the transmission of electric energy 
in interstate commerce; 

[3] (5) The acquisition of 341, 
350 shares of the common capita 
stock of Jersey Central Power & Light 
Company by New Jersey Power & 
Light Company was the acquisition by 
a public utility of the securities of an- 
other public utility within the meaning 
of § 203 (a) of the Federal Power 
Act; that New Jersey Power & Light 
Company, having acquired such se- 
curities without first having secured 
an order of the Commission authoriz 
ing it to do so, has acquired such se- 
curities in violation of the express pro 
visions of § 203 (a) of the Federd 
Power Act. 
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STATE EX REL. SANDERS v. RAMSEY 


FLORIDA SUPREME COURT, DIVISION A 


State ex rel. B. M. Sanders 


v 


J. F. Ramsey, Sheriff 


(— Fla. —, 189 So. 39.) 


Certificates of convenience and necessity, § 49 — When required — Motor car- 
riers. 


1. A carrier transporting peanuts from Virginia to Florida in his own truck 
bearing Florida license plates is not exempted from securing a certificate 
of convenience and necessity under a statute exempting from Commission 
jurisdiction motor vehicles engaged casually and irregularly in transporting 
agricultural products, where nothing in the record shows that the trip being 
made was a casual or irregular excursion in a vehicle not engaged in busi- 
ness for hire and not required to bear for-hire license tags, p. 39. 


Certificates of convenience and necessity, § 49 — Exemptions — Motor carriers. 


2. A carrier transporting peanuts from Virginia to wholesaler in Florida 
in a truck bearing Florida license plates is not exempted from securing a 
certificate of convenience and necessity under a statute exempting vehicles 
not used for hire, where the statute defines vehicles not for hire as those 
used in carrying agricultural products direct to consumers or growers, p. 
9. 


Certificates of convenience and necessity, § 49 — Exemptions — Motor carriers. 


3. A carrier transporting peanuts from Virginia to wholesaler in Florida 
in a truck bearing Florida license plates cannot avoid securing a certificate 
of convenience and necessity under statute exempting carriers transporting 
agricultural products from point of production to point of primary manu- 
facture, p. 39. 


[May 5, 1939. Rehearing denied June 6, 1939.] 


| erie for writ of habeas corpus to secure release of peti- 
tioner held in custody for driving truck without a certificate 
of convenience and necessity; denied. 


¥ 


APPEARANCES: A. Summerlin, of Tuomas, J.: In a petition for 
Winter Haven, for petitioner; George writ of habeas corpus, B. M. Sanders 
Couper Gibbs, Attorney General, John represented that he was detained of his 
L. Graham, Assistant Attorney Gen- liberty by respondent, sheriff of Ala- 
eral, and Wm. P. Simmons, Jr., of chua county, by virtue of a warrant 
Tallahassee, for respondent. charging him with operating a motor 
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vehicle, namely, a Ford Tractor with 
semitrailer, on the public highways in 
the transportation of property for 
hire, without having made application 
for or received a certificate of public 
convenience and necessity. 

At a preliminary hearing, on stipu- 
lated facts, the committing magistrate 
ordered respondent to hold petitioner 
in custody for trial at the next term 
of the circuit court. 

The pertinent facts in the stipula- 
tion are: Petitioner was transporting 
unshelled peanuts from Pond Brothers 
Peanut Company, Inc., “brokers and 
dealers in peanuts,” Suffolk, Virginia, 
to Bonacker Brothers, Inc., “general 
wholesale produce dealers and dis- 
tributors” at Tampa, Florida, in the 
vehicle mentioned in the petition and 
without a certificate of public conven- 
ience and necessity, although the trac- 
tor and semitrailer bore Florida li- 
cense plates. 

We are asked to decide whether the 
law is violated by transporting agri- 
cultural products for hire in a motor 
vehicle over state highways without 
procuring a certificate of convenience 
and necessity from the Railroad Com- 
mission. 

Petitioner cites the last paragraph 
of § 30, Chap. 14764, Acts of 1931, 
and emphasizes the part thereof which 
is italicized : 

“Nothing in this act contained shall 
be construed or applied to require any 
private motor vehicle engaged in the 
transportation of goods, wares, or 
merchandise belonging to the owner or 
operator of such vehicle to secure a 
permit or a certificate of public con- 
venience and necessity under the pro- 
visions of this act or to become sub- 
ject to regulations prescribed by this 
30 P.U.R.(N.S.) 


act or by the Railroad Commission ip 
respect to common, private contract, or 
for hire carriage, or to pay the mileag 
tax provided by this act. Casual or 
irregular trips by motor vehicles not 
engaged in the business of for hire 
carriage but operating [d] under pri. 
vate license shall not subject such mo- 
tor vehicles to the provisions of this 
act; so long as such motor vehicle 
may not lawfully be required to oper. 
ate under for hire license tags.” Sec. 
tion 1335 (29), Perm. Supp. C. G. L. 
1927. 

He reasons that when considered 
with the following portion of § 1285, 
C. G. L. 1927, Perm. Supp.: “Cor 
porations and associations transport: 
ing the goods, wares, and merchandise 
and other personal property of their 
stockholders, shareholders, and mem- 
bers, cooperative or otherwise, shall be 
construed as within the definition ‘for 
hire’: Provided, however, that ve- 
hicles used in the transportation of 
horticultural and/or agricultural 
products or used in the transportation 
of horticultural or agricultural sup- 
plies direct to the growers or consun- 
ers of said supplies or to associations 
of said growers and consumers shall 
not be deemed ‘for hire’ vehicles with- 
in the terms of this law,” the conclu- 
sion is unavoidable that petitioner was 
not operating a vehicle for hire (un- 
der the latter), hence was not required 
to obtain a certificate (under the for- 
mer ). 

It is important, in order to properly 


construe the statutes mentioned and: 


determine their applicability to the 
facts in this case, to refer to the rele- 
vant portion of the first paragraph of 
§ 30, of Chap. 14764, supra, which 


reads as follows: 
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“Recognizing and declaring that the 
transportation exempted in this sec- 
tion is casual, seasonal, and not on 
regular routes or schedules, is slow 
moving, frequently in special equip- 
ment, and for comparatively short 
distances over the improved highways 
of the state, there shall be exempted 
from the provisions of this act, and 
from Commission jurisdiction and 
control motor vehicles while 
engaged exclusively in transporting 

agricultural products 

from the point of production to 
the point of primary manufacture, or 
from the point of production to the 
point of assembling the same, or from 
either such point of production, pri- 
mary manufacture, or assembling to a 
shipping point of either a rail, water, 
or motor transportation company, 
usually and generally serving the ter- 
ritory in which said production, manu- 
facture, or assembling takes place.” 

[1-8] There is nought in the record 
to show that the trip being made by 
petitioner was a casual or irregular ex- 
cursion in a vehicle not engaged in 
business for hire and not required to 
bear “for hire license tags.” 

The exception in the next quoted 
act (§ 1285, C. G. L. Perm. Supp.) is 
that vehicles used in carrying agricul- 
tural products or supplies direct to 
consumers or associations of growers 
and consumers shall not be considered 


as used for hire. Again, the record of 
a carriage of peanuts from a company 
in Virginia to a company in Tampa 
seems to fail utterly in bestowing up- 
on petitioner the benefit of this provi- 
sion, which it is argued places the pe- 
titioner’s vehicle in the class of those 
not used “for hire,’”’ hence not required 
to have a certificate because of § 30 of 
Chap. 14764, supra. 

Likewise, we find nothing to sup- 
port the position that the provisions of 
the first part of § 30, supra, would 
afford petitioner any relief from the 
charge as there was no evidence that 
the transportation was between points 
of production, primary manufacture, 
and shipping. 

We can discover no classification in 
which the petitioner may be placed al- 
lowing him exemption and entitling 
him to discharge under the agreed 
facts. 

The writ is, therefore, dismissed 
and the petitioner remanded to cus- 
tody of the sheriff of Alachua county. 


Terrell, C. J., and Buford, J., con- 
cur. 


Whitfield, J., concurs in opinion 
and judgment. 


Brown and Chapman, JJ., not par- 
ticipating as authorized by § 4687, 
Compiled General Laws of 1927, and 
Rule 21—A of the rules of this court. 
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FEDERAL POWER COMMISSION 


Re Louisiana-Nevada Transit Company 


[Docket No. G-122.] 


Monopoly and competition, § 40 — Effect of rate comparison — Natural gas ex. 
tension. 


Authority was granted to a natural gas company to construct and operate 
facilities for transportation of natural gas from fields in one state to a 
market for industrial gas in another state where natural gas was being 
served by another company (as a small percentage of its territory served), 
upon a showing that rates of the present company were higher than those 
which the new company could economically charge. 


(Man ty, Commissioner, dissents.) 
[July 18, 1939.] 
F ggersievaenad for certificate of public convenience and neces- 
sity pursuant to § 7(c) of the Natural Gas Act to author- 
ize the construction and operation of a natural gas pipe line; 
granted subject to conditions. 
¥ 


By the Commission: Upon appli- ready being served by another natural 


cation of Louisiana-Nevada Transit 
Company, a Nevada corporation, filed 
on January 12, 1939, for a certificate 
of public convenience and necessity, 
pursuant to § 7 (c) (§ 717f (c)) of 
the Natural Gas Act, to authorize the 
construction and operation of a nat- 
ural gas pipe line from the Cotton 
valley field, Webster parish, Louisi- 
ana, to Okay, Howard county, Arkan- 
sas; and, 

It appearing to the Commission 
that: (a) Said applicant seeks a cer- 
tificate of public convenience and ne- 
cessity authorizing the construction 
and operation of facilities for the 
transportation of natural gas from a 
point in the Cotton valley field, Web- 
ster parish, Louisiana, to a point near 
Okay, Howard county, Arkansas, to 
a market in which natural gas is al- 
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gas company; (b) Pursuant to Com- 
mission requests dated January 24, 
1939, February 9, 1939, and Febru- 
ary 15, 1939, the applicant furnished 
certain additional and supplemental 
information with regard to the pro- 
posed facilities; (c) On February 1/, 
1939, the Commission granted the 
petition from Arkansas Louisiana Gas 
Company to intervene and become a 
party to the proceedings on said ap- 
plication; (d) On February 8, 1939, 
the Commission, by order, set the 
above-entitled matter for public hear- 
ing, notice whereof was given to all in- 
terested persons; said hearing was 
held beginning February 23, 1939, and 
concluding March 8, 1939, and all 
interested persons who desired to be 
heard were given an opportunity to 
appear and be heard; at the conclusion 
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of said hearing, the applicant and the 
intervener were given the opportunity 
to and they did file main briefs and 
reply briefs herein; (e) Although the 
proposal of applicant is limited to a 
small percentage of the territory 
served by intervener, the applicant can 
economically furnish natural gas to 
the territory involved in its applica- 
tion at a wholesale rate lower than the 
present charges of intervener for 
equivalent service, indicating that the 
rates now charged by intervener may 
be in excess of reasonable; (f) Ap- 
plicant has stated that, if granted a 
certificate of public convenience and 
necessity, it will at all times construct 
such main pipe line, branches, and 
laterals as may be necessary and es- 
sential for the public convenience and 
necessity in the area proposed to be 
served by it. 

The Commission, having consid- 
ered the application filed herein, the 
supplemental and additional informa- 
tion with regard thereto furnished by 
the applicant, the petition to intervene 
filed by the Arkansas Louisiana Gas 
Company, the record made by the par- 
ties both by the filing of documents 
and at the public hearing held here- 
on, the exhibits introduced and made 
apart of the record at said public hear- 
ing, the briefs filed by the parties and 
having due regard for the provisions 
of the Natural Gas Act, finds that: 

(1) Applicant is a corporation or- 
ganized under the laws of the state 
of Nevada, is authorized to do busi- 
ness in the states of Arkansas and 
Louisiana, is authorized to produce, 
purchase, transport, and sell natural 
gas, as well as engage generally in the 
oil and gas business, hence it is quali- 
fied to construct and operate the facili- 


ties for the transportation of natural 
gas for which a certificate is sought; 

(2) Applicant seeks a certificate to 
authorize the construction and opera- 
tion of an 88-inch natural gas pipe 
line which will extend approximately 
75 miles from a source of supply lo- 
cated in the Cotton valley field, Web- 
ster parish, Louisiana, to a point lo- 
cated at Okay, Howard county, Ar- 
kansas, and extensions from said line 
to the city of Hope, Arkansas, for a 
distance of approximately 12 miles; 
applicant proposes to serve from said 
pipe line two industrial customers, the 
Ideal Cement Company located at 
Okay, Arkansas, the Hope Brick 
Works located at Hope, Arkansas, 
and also to furnish natural gas for 
boiler fuel to the Hope Water and 
Light plant, owned by the city of 
Hope, Arkansas; all three of said pro- 
posed customers are presently being 
served with natural gas by the Arkan- 
sas Louisiana Gas Company, the inter- 
vener herein; 

(3) The Arkansas Louisiana Gas 
Company is a corporation organized 
under the laws of Delaware, is au- 
thorized to do business in the states 
of Louisiana, Arkansas, and Texas, 
is an integrated company producing, 
purchasing, transporting, and selling 
natural gas (a) directly from its main 
line, (b) for resale for ultimate public 
consumption for domestic, commer- 
cial, and industrial uses, and (c) 
through local distribution plants for 
domestic, commercial, and industrial 
consumption; among its other opera- 
tions, said company is engaged in the 
transportation of natural gas from 
sources of supply in the state of Louis- 
jana to points of sale within the state 
of Arkansas and in the sale for resale 
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in the state of Arkansas of natural 
gas produced in and transported from 
the state of Louisiana, and is a natural 
gas company within the meaning of 
the Natural Gas Act; 

(4) Applicant proposes to obtain 
its supply of natural gas from the Cot- 
ton valley field, in Webster parish, 
Louisiana, which has a productive 
area of approximately 13,000 acres, 
and an estimated gas reserve as of 
January 1, 1939, of 1,221,489,116,760 
cubic feet; applicant has entered into 
a contract, for a period of ten years, 
with the Oliphant Oil Corporation, 
which corporation has an estimated 
1,425 acres within the gas producing 
area of the field, and an estimated gas 
reserve, as of January 1, 1939, of 
142,500,000,000 cubic feet; under 


said contract, the Oliphant Oil Corpo- 
ration has dedicated its acreage in the 
Cotton valley field to the purchase of 


natural gas by applicant, and has 
agreed to sell natural gas to the ap- 
plicant, up to 6,000,000 cubic feet 
per day, for 3 cents per thousand 
cubic feet on a 2-pound gauge pres- 
sure basis above 14.7 pounds per 
square inch atmospheric pressure; al- 
though the contract does not give the 
applicant an exclusive right to pur- 
chase all of the gas produced by the 
Oliphant Oil Corporation in the Cot- 
ton valley field, an officer of the 
Oliphant Oil Corporation testified at 
the hearing herein that the present 
contract would be modified to grant a 
preferential right to the purchase of 
such gas if necessary, in addition to 
the contract with the Oliphant Oil Cor- 
poration, the evidence discloses that 
the applicant will, if necessary, be able 
to purchase gas from other lease own- 
ers and producers in the Cotton valley 
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field; applicant has sufficient sources 
of natural gas either under contract 
or available to meet its operating re. 
quirements for many years in the fv. 
ture; 

(5) Applicant has furnished de. 
tailed estimates of the cost of con. 
struction of the proposed line, of the 
expected revenues and expenses in 
connection with the operation of the 
proposed project, and has made ar- 
rangements apparently adequate to 
finance the construction thereof and 
to provide a fund of working. capital 
for the operation of the same; from 
such data and information furnished 
by the applicant, it appears that appli- 
cant will be able to render and main- 
tain adequate and continuous service 
for a period of at least ten years to the 
customers proposed to be served, at 
the rate of 10 cents per thousand cubic 
feet which is proposed to be charged; 

(6) Applicant has named the com- 
munities of Magnolia, Stephens, Wal- 
do, McNeil, Lewisville, Stamps, 
Buckner, Hope, Prescott, Washing- 
ton, Camden, and Texarkana, as pos- 
sible markets for natural gas service 
by it but has made no showing with 
respect to a definite plan or proposal 
to serve these communities; said com- 
munities are now being served by the 
Arkansas Louisiana Gas Company, ei- 
ther through its local distribution sys- 
tems or through the sale of natural 
gas for resale to a local distributing 
company ; 

(7) Applicant has also named the 
communities of Saratoga, Fulton, 
McNab, and Bradley, all in the state 
of Arkansas, as possible markets for 
the service of natural gas by it, which 
communities are not now being served 
with natural gas; applicant estimates 
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that, if it should own and operate dis- 
tribution systems in said communities, 
at the end of the fifth year of opera- 
tion, it would have attached a total of 
294 customers, with annual consump- 
tion of 54,856 thousand cubic feet and 
revenue of $18,913, and if it should 
not own local distribution systems in 
these communities, it could provide 
natural gas service thereto at a city 
gate rate of 10 cents per thousand 
cubic feet ; and applicant has indicated 
that it is willing to serve natural gas 
to such communities if and when said 
communities may desire natural gas 
service from the applicant; 

(8) The flat rate of 10 cents per 
thousand cubic feet at which applicant 
proposes to sell natural gas to the 
Ideal Cement Company, the Hope 
Brick Works, and the Hope Water 
and Light plant is lower than the 
average rate now being charged to 
these consumers by the Arkansas 
Louisiana Gas Company, and said con- 
sumers have expressed strong dissat- 
isfaction with the rate now being 
charged by the Arkansas Louisiana 
Gas Company ; 

(9) The Louisiana-Nevada Trans- 
it Company, by the operation of the 
facilities proposed to be constructed, 
will engage in the transportation of 
natural gas from the state of Louisi- 
ana into the state of Arkansas, and 
will become a natural gas company 
within the meaning of the Natural Gas 
Act; 

(10) The construction of facilities 
proposed to be undertaken by the 
Louisiana-Nevada Transit Company 
will be for the transportation of nat- 
ural gas to, and the sale of natural gas 
in, a market in which natural gas is 
already being served by the Arkansas 
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Louisiana Gas Company, another nat- 
ural gas company, and the applica- 
tion of the Louisiana-Nevada Transit 
Company is therefore subject to the 
jurisdiction of the Commission under 
§ 7(c) of the Natural Gas Act; 

(11) Upon the terms and condi- 
tions hereinafter provided which, in 
the public interest, are deemed reason- 
able, necessary, and appropriate, pres- 
ent and future public convenience and 
necessity requires and will require the 
construction and operation by the 
Louisiana-Nevada Transit Company 
of the proposed facilities for the trans- 
portation of natural gas from the Cot- 
ton valley field, Webster parish, 
Louisiana, to Okay, Howard county, 
Arkansas, and to the city of Hope, 
Arkansas. 

The Commission orders that : 

(A) A limited certificate of public 
convenience and necessity be and it is 
hereby authorized to be issued to the 
Louisiana-Nevada Transit Company 
to construct and operate facilities pro- 
posed to be constructed for the trans- 
portation of natural gas from the Cot- 
ton valley field, Webster parish, 
Louisiana, to Okay, Howard county, 
Arkansas, and to the city of Hope, 
Arkansas ; 

(B) The limited certificate of pub- 
lic convenience and necessity hereby 
authorized shall be issued upon the 
subject to the following express terms 
and conditions: 

(i) If and when, during the life of 
the certificate herein authorized to be 
issued, any of the communities of 
Saratoga, Fulton, McNab, or Bradley, 
in the state of Arkansas, shall desire 
and request the service of natural gas 
from the applicant, it shall provide 
such service at rates not in excess of 
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those at which it has indicated, in the 
present proceeding, that it is willing 
to render such service; 

(ii) If and when, during the life of 
this certificate any person, municipal- 
ity, or community engaged or legally 
authorized to engage in the local dis- 
tribution of gas to the public, shall de- 
sire and request service of natural gas 
from the applicant and shall provide 
facilities at a point immediately adja- 
cent to the applicant’s facilities here- 
in authorized, the applicant shall es- 
tablish physical connection with and 
sell natural gas to any such person, 
municipality, or community when to 
do so would not impair its ability to 
render adequate service to its cus- 
tomers, at rates not in excess of those 
at which it has indicated in the present 
proceeding that it is willing to render 
such service, viz., 10 cents per thou- 
sand cubic feet. Provided, nothing in 
this provision shall be deemed to im- 
pair the Commission’s authority, un- 
der § 7(a) of the Natural Gas Act, 
to direct the company itself to extend 
its transportation facilities and to es- 
tablish physical connection of its trans- 
portation facilities with the facilities 
of, and sell natural gas to, any such 
person, municipality, or other com- 
munity, as therein provided; 

(iii.) The issuance of the certifi- 
cate is without prejudice to the au- 
thority of the Commission, with re- 
spect to rates, valuation, costs, serv- 
ices, accounts, or any other matters 
whatsoever that may come before the 
Commission; and nothing in this or- 
der shall be construed as an acquies- 
cence by the Commission in any es- 
timate or determination of cost, or 
any valuation of property claimed or 
asserted by the applicant; 
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(iv) The construction of the facili. 
ties hereby authorized shall be com. 
menced on or before August 15, 1939 
and be completed within ninety days 
thereafter ; applicant shall report to the 
Commission in writing the commence. 
ment and completion of such construc. 
tion within fifteen days after such 
commencement and completion, re. 
spectively ; 

(v) Applicant shall file with the 
Commission a sworn statement giving 
in detail the cost of construction of 
the proposed facilities within forty- 
five days after the completion of said 
construction ; 

(vi) Applicant shall install and 
keep such system of accounts as may 
at any time be prescribed by the Com- 
mission ; 

(vii) The certificate shall be can- 
celable if applicant increases or pro- 
poses to increase the rate to the con- 
sumers proposed to be served above 
10 cents per thousand cubic feet; 

(viii) The certificate shall take ef- 
fect fifteen days from the date of its 
issue and shall be limited to and be 
in force and effect only for a period 
of ten years from and after the ef- 
fective date thereof ; 

(ix) The certificate shall not be 
transferable except upon express ap- 
proval of the Commission ; 

(x) Applicant shall cause to be ex- 
ecuted and filed with the Commission, 
prior to the effective date of the certifi- 
cate herein authorized, a modification 
of applicant’s contract with the 
Oliphant Oil Corporation, in form | 
and terms satisfactory to the Com- 
mission, giving to the applicant the 
preferential right to purchase all of 
the gas produced by the said Oliphant 
Oil Corporation in the Cotton valley 





RE LOUISIANA-NEVADA TRANSIT CO. 


field during the term provided in the 
present contract ; 

(xi) A violation of any of the 
terms or conditions of this order or 
the certificate issued pursuant hereto 
shall render such certificate null and 
void ; 

(xii) The certificate herein author- 
ized shall contain the conditions, or the 
substance of the conditions, embodied 
in this order. 


MaN_y, Commissioner, dissenting : 
I am unable to concur in the order 
authorizing a certificate of conven- 
ience and necessity to the Louisiana- 
Nevada Transit Company to construct 
a line to serve certain industrial cus- 
tomers located in the market now be- 
ing served by another natural gas com- 
pany. 

If certificates are to be issued which 
will permit a new company to come 
into territory now being served and 
take over industrial customers con- 
suming large quantities of gas on high 
load factors, the interests of residen- 
tial and commercial customers may be 
adversely affected and effective state 
regulation may be rendered difficult, 
if not impossible. In discussing a 
similar case, where a certificate of con- 
venience and necessity was denied, the 
Public Service Commission of Penn- 
sylvania said: 

“Speaking generally, it is clear law 
that a company rendering public serv- 
ice is entitled to a reasonable income 
based upon the value of its property 
used and useful in the public service. 
[f it secures this income from three 
classes of consumers at certain rates, 
and one class ceases to take service, it 
is obvious that the burden of providing 
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the income to which the company is 
legally entitled will fall upon the two 
remaining classes, thus necessitating 
an increase in the rates of these classes. 
This is particularly true where, as 
here, the eliminated class is the major 
source of income. The record before 
us does not conclusively show that if 
these applications are approved the 
reduction in income from the indus- 
trial consumers of the presently op- 
erating companies will be sufficiently 
large to necessitate an increased tariff 
for domestic and commercial consum- 
ers, but such a result will surely follow 
if Service Gas Company is able by its 
lower rates to attract the patronage of 
a substantial number of the industrial 
consumers now supplied by the pro- 
testing company.” Re Service Gas. 
Co. (1936) 15 P.U.R.(N.S.) 202, 
205. 

While it may be true that the loss of 
load and revenue from the particular 
industrial customers now proposed to 
be served may not seriously affect the 
system revenues of the intervener 
there is nothing to restrain the appli- 
cant from taking on additional cus- 
tomers in this territory. In fact the 
act (§ 7-c) (§ 717f (c)) Natural 
Gas Act specifically provides “That 
a natural gas company already serving 
a market may enlarge or extend its 
facilities for the purpose of supplying 
increased market demands in the ter- 
ritory in which it operates.” 

This is an entirely different situa- 
tion from that contemplated by § 7 of 
the Natural Gas Act which directs the 
Commission to “give due considera- 
tion to the applicant’s ability to render 
and maintain adequate service at rates 
lower than those prevailing in the 
territory to be served, it being the in- 
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tention of Congress that natural gas company selling its product admitted. 
shall be sold in interstate commerce ly at a fixed price. The matter there. 
for resale for ultimate public consump- fore does not seem to come within th: 
tion for domestic, commercial, indus- limits of the statutory provision quot- 
trial, or any other use at the lowest ed above. 
possible reasonable rate consistent All of the rates in question here are 
with the maintenance of adequate subject to the jurisdiction of the regu. 
service in the public interest.” latory Commission of the state of & fyi 
There is no sale of natural gas for Arkansas, which is now conducting an 
resale involved in this case. The prin- investigation of all natural gas rates 
cipal customer to be served isa cement throughout the state. 
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Southern Indiana Gas & Electric 
Company et al. 


City of Renuille 


[No. 27162.] 
(— Ind. —, 20 N. E. (2d) 648.) 


Municipal plants, § 26 — Acquisition of plant — Petition to purchase. 


1. A petition requesting a municipality to purchase utility property author- 
izes a proceeding to condemn such property by the exercise of the power 
of eminent domain, under a statute authorizing 5 per cent of voters of 
any municipality to petition the council to purchase a utility or to lease, 
erect, establish, construct, hold, and/or operate a utility, since the words 
purchase and condemn both relate to a similar transaction, and it is of no 
consequence that one or the other term was used to indicate the particular 
proceeding and since the wording of the statute relating to the petition is 
in the alternative, purporting to authorize a petition to purchase or to 
lease, etc., p. 48. 


Eminent domain, § 8 — Appraisal — Statutory construction. 


2. The remedies provided by a general eminent domain statute must be 
considered as a whole in determining if the requirements of due process 
are met, and it is improper to apply the tests to the isolated parts relating 
only to the initial appraisement, p. 49. 


Eminent domain, § 9 — Statutory requirements — Appraisers. 


3. The provisions of the general eminent domain statute providing the 
three appraisers shall be disinterested freeholders are minimum qualifica- 
tions, and the court would not be warranted in assuming, in the absence 
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of some showing of fact, that the court had appointed unqualified or in- 
competent persons to perform that duty, p. 49. 


Eminent domain, § 9 — Appraisal — Due process of law. 
4. The general eminent domain statute which provides for a determination 
of value by three disinterested freeholders, followed by a trial of the issue 
by a court of general jurisdiction at the election of the party aggrieved, 
with the right of ultimate appeal to the highest court of the state, satisfies 
the requirements for due process of law, p. 49. 


Eminent domain, § 3 — Surrender of power. 
5. The power of eminent domain, an attribute of sovereignty inuring in 
every independent state, cannot be surrendered, and, if attempted to be 
contracted away, may be resumed at will, p. 50. 


Eminent domain, § 3 — Effect of contracts. 
6. The power of eminent domain is superior to all property rights ex- 
tending to all property within the jurisdiction of the state, and every con- 
tract whether made between the state and an individual, or between indi- 
viduals only, must yield to it whenever necessity for its exercise shall occur, 


p. 50. 


| Eminent domain, § 3 — Existence presumed. 


7. The existence of the power of eminent domain must be presumed to 
be known and recognized by all, and need never be carried into express 
stipulations, for this would add nothing to its force, p. 50. 


Municipal plants, § 5 — Acquisition of plant — Impairment of obligation of 
contract. 

8. The obligation of the contract created by the surrender of a franchise 
and the acceptance of an indeterminate permit has not been impaired by 
the change in the statutory provisions whereby the necessity of purchase 
of utility property is determined by the municipal council, instead of the 
court, and the compensation to be paid is fixed by three disinterested free- 
holders instead of by the Commission, p. 50. 


Municipal plants, § 17 — Partial acquisition. 


9. A municipality can condemn a public utility’s electric light system with- 
out acquiring, also, its hot water heating plant operated in connection there- 
with, p. 52. 


Constitutional law, § 15 — Due process of law — Condemnation. 


10. That after entry of an interlocutory judgment giving a city the right 
to condemn, or after judgment by the trial court as to compensation to be 
paid, or both, the city may, on payment to the proper officer, take possession 
of the condemned utility property pending an appeal, or that after final 
judgment the city may abandon the proceedings and relinquish possession 
of the property does not mean that utilities can be deprived of their prop- 
erty without due process of law, p. 52. 


Eminent domain, § 8 — Municipality’s liability — Discontinuance of proceedings. 
11. A municipality would not be relieved of its common law liability to 
make good any damage that might inure, should it take possession of con- 
demned utility property and then ultimately conclude not to buy, although 
the general eminent domain statute provides that no general liability can 
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be incurred and no funds used for such condemnation, except those de. 
rived from the pledge of the public utility property or its earnings, p. 52. 


Evidence, § 13 — Presumptions — Public duties. 


12. Courts will presume that public officers will do their duties and tha 
public functions will be performed, p. 52. 


[May 


1, 1939.] 


. from interlocutory order appointing appraisers in an 
action by city to condemn and acquire utility property; 
affirmed. 


APPEARANCES: Daniel H. Ort- 
meyer, of Evansville, Ora A. Davis, 
Boonville, and Dailey, O’Neal, Dailey 
& Efroymson, of Indianapolis, for ap- 
pellants; Harry T. Ice and Matson, 
Ross, McCord & Clifford, all of In- 
dianapolis, and Sylvester T. de For- 
est, of Boonville, for appellee. 


SHAKE, J.: This is an appeal from 
an interlocutory order appointing ap- 
praisers in an action to condemn and 
acquire certain electrical utility prop- 
erty used and useful in the city of 
Boonville, including a line outside the 
city, but within 6 miles thereof, which 
serves a municipal water plant and 
some private consumers. Appellant 
Southern Indiana Gas and Electric 
Company is the owner of the utility 
property; appellant Bankers Trust 
Company, trustee, holds a mortgage 
on said property; and appellee is the 
municipal corporation which is seek- 
ing to acquire the same. 

Appellants filed separate objections 
to the complaint ; evidence was heard; 
and the order appointing appraisers 
entered. There were motions for a 
new trial on behalf of both appellants 
assigning that the decision appealed 
from was not sustained by sufficient 
30 P.U.R.(N.S.) 


¥ 


evidence and was contrary to lav, 
The errors assigned relate to the over- 
ruling of appellants’ objections and to 
the denial of their motions for a new 
trial. 

[1] It is first asserted on behalf of 
the appellants that the trial court was 
without jurisdiction for the reason 
that the necessary procedural prereg- 
uisites were not observed. The pro- 
posed purchase of the utility prop- 
erty by the city was initiated by 
petition to the municipal council, 
signed by more than 5 per cent of 
the voters of the municipality, pur- 
suant to the provisions of § 18, Chap. 
190, Acts of 1933, § 54-612, Burns’ 
1933, § 14029, Baldwin’s Ind. Stats. 
1934. Said section provides, in part, 
as follows: 

“Whenever 5 per cent or more of 
the voters of any municipality of this 
state, as shown by the total vote cast 
for all candidates for municipal clerk 
at the last preceding municipal elec- 
tion therefor shall file a written peti- 
tion with the municipal council there- 
of requesting such council to purchase 
any utility then operating within such 
municipality or to lease, erect, estab- 
lish, construct, hold, and/or operate a 
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utility, it shall be the duty of such mu- 
nicipal council to order such election 
and to proceed as follows: 

“ , . If said petition is to pur- 
chase or condemn the property of an 
existing public utility, and a majority 
of the votes cast at such election on 
said proposal shall vote in favor of 
such proposal, then such municipal 
council shall adopt an ordinance de- 
claring a necessity therefor and pro- 
viding for the condemnation or pur- 
chase of such utility, as the case may 
be, and shall determine the fair and 
reasonable value of the property of 
such utility which it desires to acquire 
and submit the same to the officers of 
such utility. . 

“In the event such municipal coun- 
cil and the owners of such utility are 
B unable to agree upon a price to be paid 
by such municipality for such utility, 
such municipality shall by ordinance, 
if it is so determined, declare that a 
public necessity exists for the con- 
demnation of the property. o 


The petition was as follows: “We, 
the undersigned residents and voters 
in city of Boonville, Warrick county, 
Indiana, hereby petition your honor- 
able body to purchase the utility prop- 
erty of Southern Indiana Gas and 
Electric Company used and useful in 
furnishing electric utility service to the 
city of Boonville and to consumers in 
Boonville and the territory adjacent 
thereto.” 

Appellants claim that the petition 
does not meet the requirements of the 
Statute ; that it merely requests the mu- 
nicipality “to purchase” the utility 
property; and does not authorize the 
present proceeding to condemn by the 
exercise of the power of eminent do- 
™® main. It is to be noted that the por- 

[4] 
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tion of the statute relating to the peti- 
tion is in the alternative, and that it 
purports to authorize a petition to pur- 
chase, “or to lease, erect, establish, 
construct, hold, and/or operate a util- 
ity.” 
Our Public Service Commission 
Act, as originally conceived, was 
modeled after similar legislation in 
the state of Wisconsin, and the courts, 
including the Supreme Court of the 
United States, have seen fit to attach 
weight to the decisions of the highest 
court of that state in interpreting and 
applying our act. Wabash Valley 
Electric Co. v. Young, 287 U. S. 488, 
497, 77 L. ed. 447, 454, P.U.R.1933A, 
433, 53 S. Ct. 234. In Wisconsin 
Power & Light Co. v. Public Service 
Commission (1935) 219 Wis. 104, 10 
P.U.R.(N.S.) 115, 261 N. W. 711, 
262 N. W. 257, the supreme court of 
Wisconsin, in considering the use of 
the words “purchase” and “condemn” 
in a similar act, observed that both re- 
lated to a transaction of the same 
character, and that it was of no con- 
sequence that one or the other term 
was used to indicate the particular pro- 
ceeding. There is no contention that, 
in the instant case, the petition was not 
signed by the requisite number of vot- 
ers, or that a majority of the votes cast 
at the special election did not favor 
the acquisition of the property. In 
view of the specific language of the 
act relating to the subject of the peti- 
tion, and the decision of the Wisconsin 
court cited above, we conclude that the 
petition substantially follows the stat- 
ute, and that the court below had juris- 
diction. 

. [2-4] The act under which appellee 
is proceeding , rovides that if the mu- 
nicipal council and the owners are un- 
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able to agree upon a price to be paid 
for the utility property, the city may 
condemn under the general statute re- 
lating to eminent domain, which is 
§ 3-1701 et seq., Burns’ 1933, § 14061 
et seq., Baldwin’s Ind. Stats. 1934. 
Section 3-1704, § 14064, Baldwin’s 
1934 directs that the damages that 
the owner may sustain on account of 
any such appropriation, shall be as- 
sessed in the first instance by three dis- 
interested freeholders of the county, 
to be appointed by the court. Appel- 
lants say that this procedure does vio- 
lence to the due process clause of the 
Federal Constitution, because it ar- 
bitrarily authorizes the appraisement 
to be made by persons without the 
necessary qualifications, inasmuch as 
the valuation of such properties re- 
quires persons of technical skill and 
training in the engineering, adminis- 
tration, and financing of public utili- 
ties. Reliance is placed upon Lone 
Star Gas Co. v. Fort Worth (1936) 
128 Tex. 392, 98 S. W. (2d) 799, 109 
A.L.R. 374; Passaic Consol. Water 
Co. v. McCutcheon (1929) 105 N. J. 
L. 437, 144 Atl. 571. While these 
cases lend credence to appellants’ con- 
tentions, we do not consider them con- 
trolling, in view of the many respects 
in which the Texas and New Jersey 
statutes differ from ours. It is to be 
noted that by the terms of our Emi- 
nent Domain Act any party aggrieved 
by the assessment of damages by the 
appraisers may file written exceptions 
thereto in the office of the clerk, 
whereupon the court shall try the issue 
as in civil actions and render such find- 
ing and judgment as to it may seem 
just. There is also the right of appeal 
to the appellate court, or to this court, 
as in civil actions. Section 3-1707, 
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Burns, 1933, § 14068, Baldwin’s 1934 
supra. In determining if the require. 
ments of due process are met, the rem. 
edies provided must be considered as; 
whole, and it is not proper to apply th 
tests to the isolated parts relating onl 
to the initial appraisement. The provi 
sions that the three appraisers shall be 
disinterested freeholders are minimum 
qualifications, and we would not k 
warranted in assuming, in the absence 
of some showing of fact, that the cour 
had appointed, or might appoint, per. 
sons to discharge that duty who wer 
otherwise unqualified or incompetent, 
It would be a rash assumption to say, 
as has been suggested, that there ar 
not in any county in this state three 
disinterested freeholders possessing 
the requisite knowledge and judgment 
to qualify them to fairly appraise util 
ity properties. The guaranty of due 
process should not be carried so far 
as to preclude the possibility of there 
being some tribunal competent to de. 
termine the matters involved. When 
a statute, such as we have, makes pro- 
vision for a determination of value by 
three disinterested freeholders of the 
county, followed by a trial of the issue 
by a court of general jurisdiction, at 
the election of the party aggrieved, 
with the right of ultimate appeal to the 
highest court of the state, the require- 
ments for due process of law are dis- 
charged. 

[5-8] Appellants assert that the 
taking of their property in the manner 
contemplated will amount to an im 
pairment of the obligation of a con- 
tract, in violation of § 10 of Art. |, 
of the Constitution of the United 
States, USCA. In support of this 
contention it is shown that appellant 
Southern Indiana Gas and Electric 
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Company obtained a franchise to op- 
erate the utility now sought to be ac- 
quired by the city on February 18, 
1904, and that it held such franchise 
until June 30, 1923, when it sur- 
rendered the same and accepted in lieu 
thereof an indeterminate permit; that 
at the time the franchise was sur- 
rendered and the indeterminate permit 
accepted, the Public Utilities Act of 
1913 was in effect, which act provid- 
ed that a utility surrendering its fran- 
chise and accepting an indeterminate 
permit, might be compelled to sell its 
property to the municipality only up- 
on the conditions that the necessity of 
purchase should be determined by the 
circuit or superior court of the county, 
and that the compensation to be paid 
should be fixed by the Public Service 
Commission of Indiana. Appellants 
call attention to the fact that by the 


act of 1933, under which appellee is 
proceeding, the necessity of purchase 
is determined by the municipal council, 
instead of the court, and the compen- 
sation to be paid is fixed by three dis- 
interested freeholders, instead of the 


Public Service Commission. Upon 
this showing of facts, appellants predi- 
cate their claim that the contract creat- 
ed by the surrender of their franchise 
has been impaired. 

In Lebanon v. Public Service Co. 
(1938) 214 Ind. —, 26 P.ULR. 
(N.S.) 490, 496, 14 N. E. (2d) 719, 
723, in which appeal was dismissed 
by the United States Supreme Court 
on October 10, 1938, 305 U. S. 558, 
83 L. ed. 352, 59 S. Ct. 84, this court 
said upon the subject now under con- 
sideration: ‘The legislature in 1933 

. changed the procedure and au- 
thorized the municipality to condemn 
the property under the Eminent Do- 


main Act of 1905. A study 
of these statutes discloses that the 
1933 act did not create in the munici- 
pality a new or additional authority to 
condemn a privately owned public 
utility. It changed the method of ac- 
quisition by taking the proceeding 
from the Public Service Commission 
and placing it under the Eminent Do- 
main Act, where the questions in- 
volved can be passed upon by a court 
instead of a Commission.” 

The basis of the authority of the 
state to provide for the forced taking 
of utility property by the municipality, 
whether under the act of 1933, Chap. 
190, the act of 1913, Chap. 76, or the 
act of 1905, Chap. 48, was the same, 
namely, the doctrine of eminent do- 
main. The law recognizes no other 
justification for the forcible taking of 
private property for public use. The 
power of eminent domain is an at- 
tribute of sovereignty and inures in 
every independent state. It cannot be 
surrendered, and, if attempted to be 
contracted away, it may be resumed at 
will. It is superior to all property 
rights, and extends to all property 
within the jurisdiction of the state. 
Every contract, whether made between 
the state and an individual, or between 
individuals only, must yield to it 
whenever necessity for its exercise 
shall occur. Every contract is made 
in subordination to it. The existence 
of this power must be presumed to be 
known and recognized by all, and need 
never be carried into express stipula- 
tions, for this would add nothing to 
its force. West River Bridge v. Dix 
(1848) 6 How. 507, 12 L. ed. 535; 
Georgia v. Chattanooga (1924) 264 
U. S. 472, 68 L. ed. 796, 44 S. Ct. 
369. The obligation of the contract 
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created by the surrender of the fran- 
chise and the acceptance of the indeter- 
minate permit, has not been impaired 
by the change in the statutory provi- 
sions with reference to the manner of 
determining the necessity of acquiring 
appellants’ property, or by the modifi- 
cation of the method of ascertaining 
its value for that purpose. 

[9] The claim that the appellee can- 
not condemn appellants’ electric light 
system without acquiring, also, its 
hot water heating plant, operated in 
connection therewith, is refuted by the 
decision of this court in the case of 
Public Service Co. v. Aurora (1939) 
— Ind. —, 19 N. E. (2d) 255. 

[10, 11] It is true, as appellants sug- 
gest, that after entry of the interlocu- 
tory judgment that the city has the 
right to condemn, or after judgment 
by the trial court as to compensation 
to be paid, or both, the city may, on 
payment to the clerk, take possession 
of the property pending an appeal. It 
is likewise true that after final judg- 
ment, the city may abandon the pro- 
ceedings and relinquish possession of 
the property. If, under a practical 
application of the statute, these con- 
tingencies can arise, or if the city has 
not avoided the possibility thereof by 
the adoption of an ordinance intro- 
duced in evidence, by which it waived 
the right to take possession of the 
property before final determination of 
the proceedings, it does not follow that 
appellants can be deprived of their 
property without due process of law. 
They are fully protected under § 1 of 
the Fourteenth Amendment to the 
Constitution of the United States, 
USCA. This provision, to the effect 
that private property shall not be taken 
30 P.U.R.(N.S.) 


for public use without just compensa. 
tion, is self-executing and cannot } 
annulled for nonaction. 

rel. First Nat. 


761. While tee mraterel provides tha 
no general liability can be incurred 
and no funds used for such condemna. 
tion, except those derived from the 
pledge of the public utility property o 
its earnings, this would not protec 
the municipality from its common-lay 
liability to make good any damage that 
might inure, should it take possession 
and then ultimately conclude not to 
buy. Jacobs v. United States (1933) 
290 U. S. 13, 78 L. ed. 142, 54 S. Ct. 
26; State ex rel. St. Louis v. O'Malley 
(1938) — Mo. —, 122 S. W. (24) 
940. 


[12] Finally, appellants present the 
proposition that the act of 1933 con. 


stitutes legislative coercion and denies 
due process of law because it author- 
izes the city to pay to the clerk the 
value of utility property as determined 
by the appraisers and take possession 


pending the final appeal. As indicat- 
ing the risk involved, attention is called 
to the fact that the city has offered 
$205,000 for this property, and that 
the clerk’s official bond is only $10,000. 
Under these circumstances appellants 
say they would be subjected to the 
possible loss of the deposited fund in 
the event of the defalcation of the 
clerk, or failure of his depository, aft- 
er having been deprived of their 
property and while seeking to avail 
themselves of the right of a judicial 
review. It would seem to be an ut 
warranted assumption to invoke the 
rule of due process upon the hypothesis 
that a public officer may embezzle the 
funds with which he may be charged, 
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or that his depository may fail. Car- Courts will presume that public off- 
ried to such an extreme, the exigencies cers will do their duties and that pub- 
of conduct and existence might thus lic functions will be performed. 
defeat every human undertaking. The judgment is affirmed. 
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Department of Public Utilities et al. 


=. &, McConnell et al. 


[No. 4-5566.] 
(— Ark. —, 130 S. W. (2d) 9.) 


Electricity, § 2 — Powers of Commission — Conditions — Damages for inductive 
interference. 

1. The Commission, in authorizing the construction and operation of facili- 
ties by rural electric codperative corporations, has no power to condition 
its certificate in such manner as to compel such corporations to indemnify 
telephone companies or the owners of telephone lines and equipment to the 
extent that the use of such telephone facilities has or will be impaired by 
reason of inductive interference, p. 54. 


Mutual companies, § 2 — Jurisdiction of Commission — Public convenience. 
2. The Commission by statute is denied jurisdiction over rural electric 
cooperative corporations in questions other than a determination of whether 
public convenience and necessity will be served in the particular territory 
into which such a corporation proposes to operate, p. 54. 


Certificates of convenience and necessity, § 20 — Powers of Commission — Terms 
and conditions. 

3. The statutory power of the Commission to attach to the exercise of the 
rights granted by a certificate such terms and conditions, in harmony with 
the statute, as in its judgment the public convenience and necessity may 
require relates to the methods of construction and the quality and extent 
of service in relation to rates, etc., rather than to controversies between 
contending utility companies in respect of matters involving damages to 
their properties, p. 56. 


Commissions, § 10 — Powers — Nature of functions. 


4. The Commission, in effectuating the legislative intent through promulga- 
tion of rules and regulations within the scope of the authority conferred, 
acts as a law-making body, and in enforcing such rules and regulations 
the Commission acts in an administrative capacity, p. 56. 


[June 5, 1939.] 
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Leone from judgment of Circuit Court holding order of 

Commission on subject of unconditional certificate to be 

illegal and directing that certificate should be issued condition- 
ally; reversed and causes remanded with directions. 


APPEARANCES: Thomas Fitzhugh, 
J. T. Horner, Jr., John Sherrill, and 
Howard Cockrill, all of Little Rock, 
for appellants; Chas. B. Thweatt, of 
Little Rock, for appellees; Chas. D. 
Frierson and Chas. Frierson, Jr., both 
of Jonesboro, amici curiz. 


GRIFFIN SMITH, C. J.: 

[1, 2] The question is, May the De- 
partment of Public Utilities be re- 
quired to condition a certificate of con- 
venience and necessity in such manner 
as to compel rural electric cooperative 
corporations to indemnify telephone 
companies, or the owners of telephone 
lines and equipment, to the extent that 
the use of such telephone facilities has 
or will be impaired by reason of induc- 
tive interference? 

Act 342, p. 1272, approved March 
25, 1937 (Pope’s Digest, §§ 2315- 
2351), authorizes the creation of co- 
Operative, nonprofit-sharing member- 
ship corporations “. . . for the 
purpose of engaging in rural electrifi- 
cation.” Pope’s Digest § 2317 et seq. 
A requirement is that such corpora- 
tions shall secure from the Department 
of Public Utilities (hereinafter re- 
ferred to as the Department) a certifi- 
cate of convenience and necessity 
for the construction or op- 
eration of any equipment or facilities 
for supplying electric service in rural 
areas.” Acts 1937, p. 1287, § 31. 

The act further provides (§ 31) 
that all corporations chartered under 
the authority conferred “. shall 
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54 


be exempt in any and all respects fro 
the jurisdiction and control of the De 
partment of Public Utilities of thi 
state.” 


Two orders of the Department arg I 


involved in this controversy. The 
are identified as Docket 


In March, 1938, the Departmen 
held a general hearing to determine 


whether certificates of convenienci: 


and necessity issued to rural electric 
cooperative corporations should 
conditioned upon the applicant’s obl:- 
gation, as an incident of the certificate 
to compensate damages. Notice of the 
hearing was sent to all electric comp 
nies, rural electric coOperatives, and all 
telephone companies, within the state. 
The Arkansas Telephone Association 
appeared and represented approxi- 
mately 190 independent rural tele 
phone organizations. The South 
western Bell Telephone Company was 
notified, but did not appear. The 
Department’s ruling was that the cer- 
tificates should be unconditional 
(Docket No. 272, supra). 

Another hearing was held when 
the Carroll County Electric Coopera- 
tive Corporation made application for 
a certificate of convenience and neces: 
sity. A rural telephone company ap- 
peared for the purpose of resisting 
issuance of an unconditional certif- 
cate, and for the purpose of presenting 
particular facts relating to alleged in- 
ductive interference. 
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DEPARTMENT OF PUBLIC UTILITIES v. McCONNELL 


Order of the Department (Docket 
0.275) was adverse to the telephone 
ompany, the same rule being applied 
bs that promulgated in Docket No. 


On appeal to Pulaski circuit court 
he causes were consolidated. The 
ourt held that the general order of 
‘athe Department on the subject of in- 
ductive interference was illegal “. 

Bin that it prescribed a general rule 
under which certificates of conven- 
wmience and necessity granted to power 
companies [would] not be conditioned 
in any manner so as to require the 
power companies to make compensa- 
tion to the telephone companies for 
damages to telephone service due to 
inductive interference caused by the 
operation of electric power lines, 

[and] the Department’s order should 
have provided for such compensation 
as a condition precedent to the grant- 
ing of the certificates.” 


The judgment directed that the De- 
partment’s order be set aside, and that 
the entire matter be 
remanded to the Department for fur- 
ther procedure not inconsistent with 
the judgment, and with directions that 
all certificates to construct or operate 
electric power lines shall be condi- 
tioned so as to require that just com- 
pensation be made to owners or op- 
erators of grounded telephone lines 
already built or in operation, for all 
damages to service due to inductive in- 
terference caused by the operation of 
the power lines, and that the certificate 
granted to the Carroll County Electric 
Codperative Corporation be condi- 
tioned so as to require the payment of 
such compensation to R. O. McCon- 
nell.” 

In its orders the Department found 


that there are two types of rural tele- 
phone construction in general use 
throughout the state: one a metallic 
circuit, the other a grounded line. The 
so-called metallic system has two wires 
to complete the circuit. The wires 
are transposed or crossed at intervals, 
the result being that magnetic energy 
caused by electricity from parallel or 
contiguous transmission lines is elim- 
inated. The second type of telephone 
construction utilizes the earth to com- 
plete the circuit, and is peculiarly sen- 
sitive to interference occasioned by 
highly charged electric wires. 

As far back as 1885 telephone com- 
panies were granted the right to use 
public highways of the state and 
streets of cities and towns for the con- 
struction of their lines. In 1907 the 
same right was granted electric compa- 
nies. 

Section 2111(b) of Pope’s Digest 
is: “Every public utility which owns, 
operates, manages, or controls along 
or across any public or private way 
any wires over which electricity or 
messages are transmitted shall con- 
struct, operate and maintain such wires 
and the equipment used in connection 
therewith in a reasonably adequate and 
safe manner, and so as not to unrea- 
sonably interfere with the service fur- 
nished by other public utilities.” 

This section, appellees insist, is au- 
thority for their demand that rural 
electric cooperative corporations con- 
struct their lines in such manner as 
not to unreasonably interfere with 
telephone service. It is admitted that 
the manner of construction proposed 
by the codperatives will occasion in- 
ductive interference, but it is urged 
that’ the system of grounded circuit 
telephones is outmoded ; that it is obso- 
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lete in all respects, and that modern 
methods for supplying domestic and 
commercial electricity to rural sections 
are not to be dispensed with nor con- 
struction burdened because of the 
antiquated system and equipment of 
the telephone companies. On the oth- 
er hand, the latter say that cost of 
metallicizing rural telephone circuits in 
the more sparsely settled areas would 
be disproportionate to the available 
revenue, and therefore prohibitive to 
patrons. 

The record contains testimony in 
respect of two types of power-line con- 
struction. The method used at present 
in rural electrification is the “Y” type. 
Another system is known as the “Del- 
ta” plan. The former is said to oc- 
casion greater inductive interference 
than the Delta system, but the latter 
is more dangerous and more expen- 
sive. 

In the view we take of the contro- 
versy it is not necessary to decide any 
of the questions raised other than the 
right of the Department to issue un- 
conditional certificates of convenience 
and necessity. 

The admission having been made 
that rural electrification will interfere 
with grounded systems of telephone 
communication, insistence is that such 
interference is not unreasonable. This, 
also, we do not decide. 

What we do decide is that the De- 
partment, by express language of the 
statute, is denied jurisdiction over the 
cooperatives in questions other than a 
determination of whether public con- 
venience and necessity will be served 
in the particular territory or area into 
which, or throughout which, the appli- 
cant proposes to operate. 


[3, 4] While it is true that undg 
§ 43 of Act 324, p. 934, of 1935, th 
Department of Public Utilities is en 
powered to “attach to the exercise ¢ 
the rights granted by [a certificate o 
convenience and necessity] such term 
and conditions in harmony with [the 
act, as in its judgment the public con 
venience and necessity may require’ 
we are of the opinion that such powe 
of limitation relates to methods o 
construction and the quality and ex 
tent of service in relation to rates, etc, 
rather than to controversies between 
contending utility companies in re 
spect of matters involving damages ti 
their properties. Determination o{ 
the former is legislative in its nature 
while the latter is judicial. The De 
partment, in effectuating the legislative 
intent through promulgation of rules 
and regulations within the scope of the 
authority conferred, acts as a lav. 
making body. In enforcing such rule 
and regulations, the Department act 
in an administrative capacity. 

In one instance, and in one only, 
may the Department assess damages 
If, after determining that a rate i 
unreasonable, discriminatory, or that 
it in other respects violates the law, 
and in consequence of such determina 
tion a just rate is announced, the De. 
partment may, in connection there. 
with, fix the amount to be refunded 
to consumers, and it may enforce its 
order by bringing suit. 

The judgment is reversed, and the 
consolidated causes are remanded with 
directions to enter an order approving 
the Department’s actions in issuing un- 
conditional certificates of convenience 
and necessity. 
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UTAH SUPREME COURT 


Home Owners’ Loan Corporation 


Vv 


Logan City et al. 


[No. 6111.] 
(— Utah, —, 92 P. (2d) 346.) 


Payment, § 2 — Service denial to enforce — Arrearages of former owner — 
Municipal plants. 

1. The statute authorizing municipalities to enact ordinances, rules, and 

regulations for the management and conduct of a waterworks system 

owned or controlled by it confers no express power to pass an ordinance 

forbidding the furnishing of water for failure of former tenants and 

owners of premises to pay their water bill, p. 58. 


Payment, § 4 — Service denial to enforce — Municipal plants. 
2. There must be specific statutory authority for an ordinance authorizing 
a municipality to refuse water service to premises on failure of former 
tenants or owners of such premises to pay their water bill, p. 58. 


Payment, § 36 — Duty to pay former owners’ bills — Refusal to serve. 


3. A subsequent purchaser of premises from which the city has cut off 
the water supply because of failure of former tenant or owner to pay the 
water bill is under no duty to pay the arrears owed by the prior tenant 
or owner as a condition precedent to having the water turned on for use 
on his property, unless he has agreed to be liable for the payment of the 
same, p. 58. 


Mandamus, § 9 — Public service companies — Refusal to serve. 
4. Mandamus is the proper remedy to compel a public service corporation 
to supply an applicant with service where the reasonable rules of the 
corporation have been complied with, p. 61. 


Municipal plants, § 2 — Proprietary status. 


5. A municipality supplying water to its inhabitants acts in a proprietary 
rather than a governmental capacity, p. 61. 


Mandamus, § 9 — Municipal plants — Refusal to serve — Water. 
6. Mandamus is the proper remedy to compel a city to furnish water serv- 
ice to premises where the city had, without authority, turned off the water 
because of failure of the present owner to pay bills incurred by former 
owners or tenants, since the fact that the present owner might submit to 
such unlawful regulation by paying the assessed charges under protest and 


[July 6, 1939.] 
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unlawful, does not establish that he has a plain, speedy, and adequaf 


remedy at law, p. 62. 


[July 6, 1939.] 


— from judgment dismissing plaintiff's petition in man- 
damus proceeding to compel the furnishing of water to 
certain dwellings; reversed and cause remanded with instructions. 


APPEARANCES: Samuel J. Carter 
and C. E. Henderson, both of Salt 
Lake City, for appellant; Leon Fon- 
nesbeck, of Logan, for respondents. 


Wo re, J.: Plaintiff, Home Own- 
er’s Loan Corporation, has appealed 
from a judgment of the district court 
of Cache county dismissing its peti- 
tion for a writ of mandamus against 
the defendant Logan City. Appellant 
sought to compel respondents herein 
to furnish water to certain dwellings 
owned by appellant. Logan City re- 
fused to do so until certain water bills, 
incurred by former tenants and own- 
ers of the premises had been paid, re- 
lying on § 916A, Revised Ordinances 
of Logan City 1927. This ordinance 
reads, in part: “Water must not be 
turned on to any premises, until all 
charges against such premises that 
are due and payable to the city, on 
account of any of the following items, 
have first been paid: (1) Account 
due for water service received by the 
same or previous owner, tenant, or 
occupant of premises.” 

Appellant urged in the district court, 
and now urges to this court, that the 
provisions above quoted are not au- 
thorized by statute and therefore the 
ordinance is invalid. Numerous au- 
thorities are cited by appellant to the 
effect that without express statutory 
authority a city cannot, after turning 
30 P.U.R.(N.S.) 


off the water supply of a delinquen 
owner or tenant, refuse to turn it o 
for a subsequent owner or occupant 
until all arrears are paid. To this 
general statement of law respondent 
city agrees. But it contends (1) that 
part of the water rents were incurreli 
while plaintiff and appellant was thei 
owner of the premises; and (2) that 
the ordinance under which the city 
acted is authorized by §§ 15-7-ll, 
and 15-7-14, R. S. Utah 1933, read. 
ing as follows: 

Section 15-7-11: “In case the 
owner of any of the premises mer- 
tioned in § 15-—7-10, or the tenant ot 
occupant, shall fail to pay for water 
furnished such owner, tenant, or oc 
cupant, according to such ordinances, 
rules, or regulations enacted or adopt 
ed, the city or town may cause the wa- 
ter to be shut off from such premises, 
and shall not be required to turn the 
same on again until all arrears for wa- 
ter furnished shall be paid in full.” 


Section 15-—7-14: 


“Every city and 
town may enact ordinances, rules, and 
regulations for the management and 
conduct of the waterworks system 
owned or controlled by it.” 

[1-3] It is clear that § 15—7-14 con- 
fers no express power to pass the ordi- 


nance in question. This section is 
merely a general provision permitting 
a city to enact ordinances for the mar- 












bement of its waterworks system. It 
as already been stated that the statute 
ust specifically authorize the ordi- 
ance in order that it be considered the 
urpose of the legislature to confer 
at power on the city. Therefore, 
he ordinance must be authorized, if 
tall, by the provisions of § 15—7-11, 
rereinabove set out. The language 
sf this section appears at first to sup- 
hort the contention of respondent city. 
t reads that the city may cause the 
vater to be shut off ‘‘and shall not be 
equired to turn the same on again 
ntil all arrears for water furnished 
shall be paid in full.” Nor does it 
specifically state by whom such arrears 
pre to be paid. It does, however, speci- 
fy under what conditions the city may 
ause the water supply to be shut off 
from premises. Those conditions are 
fulfilled where “the owner of any of 
he premises mentioned in § 15—7-10, 
or the tenant or occupant,” fails to pay 
for water furnished “‘such owner, ten- 
ant, or occupant.” We must, there- 
fore, read into § 15—7-11 the provi- 
sions of § 15—7-10 to determine what 
“owner” the former section refers to. 
Section 15-7-10 reads: “No city or 
town which is the owner or in control 
of a system for furnishing water to 
its inhabitants shall be required to fur- 
nish water for use in any house, tene- 
ment, apartment, building, place, 
premises, or lot, whether such water is 
for the use of the owner or tenant, 
unless the application for water shall 
be made in writing, signed by such 
owner or his duly authorized agent, in 
which application such owner shall 
agree that he will pay for all water 
furnished such house, tenement, apart- 
ment, building, place, premises, or lot 
according to the ordinances, rules, and 
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regulations enacted or adopted by such 
city or town. In case an application 
for furnishing water shall be made by 
a tenant of the owner, such city or 
town may require as a condition of 
granting the same that such applica- 
tion contain an agreement signed by 
the owner thereof, or his duly author- 
ized agent, to the effect that in con- 
sideration of the granting of such 
application the owner will pay for all 
water furnished such tenant, or any 
other occupant of the place named in 
the application, in case such tenant or 
occupant shall fail to pay for the same 
according to the ordinances, rules, and 
regulations enacted or adopted by 
such city or town.” 

This section itself provides a way 
whereby the city may insure, to a great 
extent, the collection of its water bills. 
The city need not furnish water for 
use in any building or on any property, 
whether for the benefit of the owner 
of such premises or a tenant thereof, 
unless the owner agrees to pay for all 
water furnished to said premises. 
Section 15-7-11, then provides that 
where an owner of premises, who has 
agreed to be responsible for the pay- 
ment of water furnished to his proper- 
ty, “or the tenant or occupant,” fails 
to pay for water furnished to “such 
owner, tenant, or occupant,” the city 
may cause the water to be shut off and 
will not be required to turn it on again 
until the bills are paid. But suppose 
the city furnishes water to a tenant or 
occupant of premises without first re- 
quiring the owner to agree to be held 
responsible for the payment of the 
water bills. May the city then cause 
the water to be shut off from the prem- 
ises’ for failure to pay the charges and 
refuse to turn the water back on until 
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the arrears are paid (1) as against 
the tenant or occupant who received 
the water or (2) as against the owner, 
not the occupant, of the premises who 
has not agreed to be responsible for 
the payment of the water bills? As 
against the tenant, the answer is clear- 
ly yes. The statute gives the city 
authority to refuse to supply further 
water to anyone who fails to pay for 
past services rendered to him. The 
answer to proposition two is just as 
positive that the city cannot require an 
owner who has not agreed to stand re- 
sponsible for water furnished prem- 
ises of which he is the owner to pay 
for water furnished to some occupant 
of the premises by refusing to supply 
said premises with water until said 
arrears are paid. Section 15-7-11 
authorizes the city to turn the water 
off from premises where the owner 
who has either agreed to pay the water 


bills or has agreed to be responsible 


for their payment fails soto do. But 
where the owner has not agreed to pay 
the charges for water services, the city 
cannot compel him to pay them by re- 
fusing to supply water to the premises 
until he does. If this were possible, 
the procedure under § 15-7-10, 
whereby the city may require the own- 
er of premises to agree to be respon- 
sible for the payment of water service 
charges, would be entirely unneces- 
sary. The city could go ahead and 
supply water to any occupant of prem- 
ises and then later require the owner 
of the property, who had in no way 
agreed to be liable for payment of the 
water bills, to pay all arrears by refus- 
ing to supply water to the premises 
until he did so. The legislature did 
not contemplate such procedure under 
§§ 15-7-10 and 15-7-11. Section 
30 P.U.R.(N.S.) 


15-7-10 sets out a method wherel 
the city may require the owner ¢ 
premises to render himself personaly 
liable for the payment of wate 
charges. Section 15-7-11 provids 
the means by which any owner wh 
has rendered himself liable for the pay. 
ment of water bills may be coerced t 
pay the same. That is by turning th 
water off and refusing to turn it 
again until all arrears for which hei 
liable are paid. The procedure unde 
§ 15-7-11 is directed against thos 
who are personally liable. for the pay- 
ment of the water bills. 

It follows from the above analysis 
that a subsequent purchaser of prem 
ises, from which the city has cut of 
the water supply, is under no duty to 
pay the arrears owed by a prior tenant 
or owner, or both, as a condition pre. 
cedent to having the water turned on 
for use on his property, unless he has 
agreed to be liable for the payment 
of the same. Section 15—7-10 pro 
vides that the city may require the 
owner of premises to sign an agree 
ment to pay for future charges as 
condition precedent to supplying we 
ter to his property, but there is nf 
provision for requiring him to pay for 
water furnished to a prior owner ot 
a tenant of a prior owner. Nor cat 
the city require an owner to pay for 
water furnished to an occupant of the 
premises where the owner of the prop- 
erty has not agreed to be liable there- 
for. If the city does not take advan- 
tage of the provisions of § 15—7-10 to 
require the owner, not an occupant, 
of premises to agree to pay for all 
water furnished to such premises, then 
it cannot invoke the procedure of 
§ 15-7-11 to coerce said owner to 
pay the delinquent water bills. 
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Therefore, it becomes immaterial 
hether the water bills involved in this 
itigation were incurred before or aft- 
er the appellant became the owner of 
he premises. It is clear that at no 
ime did the appellant agree to pay, or 
be liable for the payment of, the bills 
for water furnished to prior owners or 
occupants of the premises. Hence, the 
ity cannot invoke the procedure of 
§ 15-711 as against appellant to 
coerce the collection of these delin- 
quent bills. 

To the extent that § 916A, Revised 
Ordinances of Logan City 1927, quot- 
ed above, prohibits the turning on of 
water for use on premises, where bills 
have been incurred and remain delin- 
quent, as against an owner who was 
not the occupant of the premises when 
the water bills were incurred and who 
never agreed to pay or be liable for the 
payment of those bills, the section is 
invalid and contravenes the statute. 
Such an ordinance may be directed 
only against those who have made 
themselves personally liable for the 
payment of water charges by agree- 
ment or occupancy, i. e., by use. 

There is no contention here that 
the statute (or ordinance) imposes a 
lien on the property for the payment 
of the water bills. Respondent Logan 
City states in its brief: “Our statute 
doesn’t go that far.” That is correct. 
Under §§ 15-7-10 and 15-7-11 no 
lien is impressed on the property for 
the payment of delinquent water bills, 
nor is any authority given to a city to 
pass an ordinance impressing any such 
lien on property. 

A further question is raised on this 
appeal. It goes to the problem of 
whether mandamus is the proper rem- 
edy. The trial court found that plain- 


tiff had a “plain, speedy, and adequate 
remedy at law in this case, inasmuch as 
the city was ready to turn on the wa- 
ter at any time when said back water 
rentals were paid, which the plaintiff 
could have paid under protest and sued 
at law to recover the money.” Appel- 
lant assigns this as error, urging that 
if the water charges had been paid un- 
der protest, any suit brought for the 
recovery of the money so paid “‘would 
be as doubtful as could be imagined, 
and, if recovery were had, would not 
afford appellant the specific relief to 
which it is entitled.” 


[4, 5] While it would have been pos- 
sible for appellant to have paid the de- 
linquent water bills under protest and 
then sued to recover them on the 
ground that the ordinance under which 
they were paid by appellant was in- 
valid, yet appellant should not be re- 
quired to do this in order to obtain his 
rights. Mandamus has long been held 
the proper remedy to compel a public 
service corporation to supply an ap- 
plicant with electricity, gas, or water 
where the reasonable rules of the cor- 
poration have been complied with. 
American Water Works Co. v. State 
(1895) 46 Neb. 194, 64 N. W. 711, 
30 L.R.A. 447, 50 Am. St. Rep. 610; 
Poole v. Paris Mountain Water Co. 
(1908) 81S. C. 438, 62 S. E. 874, 128 
Am. St. Rep. 923; Texas Pipe Line 
Co. v. Burton Drilling Co. (Tex. Civ. 
App. 1932) 54S. W. (2d) 190; Flori- 
da Power & Light Co. v. State ex rel. 
Malcolm (1932) 107 Fla. 317, P.U.R. 
1933E, 157, 144 So. 657; Horton v. 
Interstate Teleph. & Teleg. Co. 202 
N. C. 610, P.U.R.1932E, 87, 163 
S..E. 694 (annotated in 83 A.L.R. 
941); 18 R. C. L. 163. In Florida 
Power & Light Co. v. State ex rel. 
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Malcolm, supra, it was held: “It 
is the general rule in this state as well 
as most, if not all, of the others, that 
a corporation which occupies streets 
and highways, with its mains, pipes, or 
wires, and is engaged in the business 
of furnishing gas or electricity for 
light, heat, fuel, or power, is under 
a legal duty to supply the same to any 
person who applies therefor and com- 
plies with its reasonable regulations, 
and, if it wrongfully refuses to do so, 
mandamus will lie.” (Citing numer- 
ous authorities. ) 


For the purposes of this action, we 
see no distinction between a public 
service corporation and a municipality 
itself. Where a municipality is en- 
gaged in supplying water to its in- 
habitants, it acts in its business or 
proprietary, rather than its govern- 
mental, capacity. Home Owners’ 


Loan Corp. of Washington v. Balti- 


more (1939) — Md. —, 28 P.U.R. 
(N.S.) 25,3 A. (2d) 747. And it has 
been held that mandamus would lie 
to compel a city, engaged in supplying 
water to its inhabitants, to furnish wa- 
ter to an applicant. Camilla v. Norris 
(1910) 134 Ga. 351, 67 S. E. 940; 
Orcutt v. Pasadena Land & Water Co. 
(1908) 152 Cal. 599, 93 Pac. 497. 
In the former case the supreme court 
of Georgia stated in the syllabus: “A 
resident filed a petition for mandamus 
to compel the municipal authorities to 
supply water at her residence. It was 
alleged that the municipality had es- 
tablished a water system, with which 
the applicant’s residence was connect- 
ed, and was serving the public general- 
ly, but without cause had stopped ap- 
plicant’s supply of water and refused 
to serve her, although she was due 
nothing for water rent, and tender of 
30 P.U.R.(N.S.) 


payment in advance was made for th 
service desired. Held, that the peti 
tion was not subject to dismissal q 
the ground that the plaintiff had, 
specific legal remedy.” 

In the very recent case of Hom 
Owners’ Loan Corp. of Washingt 
v. Baltimore, supra, the court of a. 
peals of Maryland had before it th 
same situation as exists in the present 
case. Mandamus was brought by the 
Home Owners’ Loan Corporation to 
compel the city of Baltimore’ to supply 
water to certain premises owned by the 
plaintiff. The lower court dismissed 
the petition, and an appeal was taken, 
On appeal the judgment of the lower 
court was reversed, the court of ap 
peals holding that “if the purpose ani 
intent” of the municipal water con- 
pany’s rules “was to authorize the 
corporation to discontinue its service 
to property because the owner thereoi 
failed or refused to pay the water rent 
due for service to a former owner, 
the rule was unreasonable and void 
Title Guarantee & Trust Co. v. 457 
Schenectady Avenue (1932) 260 N. 
Y. 119, P.U.R.1933D, 169, 183 N. E. 
198, 86 A.L.R. 347, 352; 28 A.LR. 
478; Waldron v. International Water 
Co. (1921) 95 Vt. 135, 112 Atl. 219, 
13 A.L.R. 340; Etheredge v. Norfolk 
(1927) 148 Va. 795, P.U.R.1928A, 
409, 139 S. E. 508, 55 A.L.R. 789; 27 
R. C. L. 1455; McQuillin, Mun. Corp. 
§ 1824; Dillon, Mun. Corp. § 1321” 
[at p. 31 of 28 P.U.R.(N.S.)]. 

[6] The theory on which manda- 
mus will lie appears to be that an ap- 
plicant is not under the duty of com- 
plying with unreasonable rules or un- 
lawful regulations in order to obtain 
the service of a public service corpora- 
tion (or a municipality acting in the 
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kame capacity). The fact that he may 
kubmit to such unlawful regulation by 
paying the assessed charges under pro- 
test and suing to recover the money 
thus paid on the grounds that the regu- 
ation was unlawful, does not estab- 
lish that he has a plain, speedy, and 
adequate remedy at law. Mandamus 
was, therefore, proper in this case. 


The judgment of the trial court is 
reversed, and the cause remanded with 
instructions to enter judgment in ac- 
cordance with the views herein ex- 
pressed. Costs to appellant. 


Moffat, C. J., and Larson, Mc- 
Donough, and Pratt, JJ., concur. 





FEDERAL POWER COMMISSION 


Re Potomac Electric Power Company 


Accounting, § 14 — Retirements — Effect of contributions. 

An electric utility may be authorized to write off against the account for 
contributions in aid of construction retired property originally constructed 
from consumers’ contributions, to the extent of those component parts of 
construction for which the contribution was initially made, and to charge 
any excess cost of such retired property against the reserve account for 
depreciation of electric plant, where the property paid for by contributions 
of consumers was not included in the depreciable base in determining the 
amount of depreciation for rate making. 


[July 25, 1939.] 


poe relating to retirements of property originally con- 
structed from consumers’ contributions; accounting proce- 
dure specified. 


By the Commission: It appearing 
to the Commission that : 

(a) Account 265, Contributions in 
Aid of Construction, of the Uniform 
System of Accounts prescribed for 
Public Utilities and Licensees, pro- 
vides, in part, as follows: 

A. This account shall include do- 
nations or contributions in cash, serv- 
ices, or property from states, munici- 
palities, or other governmental agen- 
cies, individuals, and others for con- 
struction purposes. 


B. The credits to this account shall 
not be transferred to surplus account 
or to any other account without the 
approval of the Commission. 

(b) The Potomac Electric Power 
Company, by petition filed April 13, 
1939, seeks authority to write off 
against said Account 265 retired elec- 
tric property originally constructed 
from consumers’ contributions to the 
extent of “those component parts of 
construction for which the contribu- 
tion was initially made” and to charge 
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any excess cost of such retired elec- 
tric property over the amount of the 
contribution against Account 250, Re- 
serve for Depreciation of Electric 
Plant ; 

(c) The petitioner is subject to the 
jurisdiction of this Commission and 
to the Public Utilities Commission of 
the District of Columbia; 

(d) By letter dated October 25, 
1938, the Public Utilities Commission 
of the District of Columbia, in re- 
sponse to petitioner’s request of Oc- 
tober 11, 1938, for a ruling on the 
accounting procedure to be followed 
for retirement of property which had 
been paid for by contributions by con- 
sumers, ruled as follows: . . . in 
the retirement of property that had 
been constructed from contributions 
(in whole or in part), the portion of 
the aggregate cost retired from elec- 


tric plant accounts represented by the 
contribution shall be charged to bal- 
ance sheet Account 265, “Contribu- 
tions in Aid of Construction,” and 
the balance shall be charged to Ac- 
count 250, “Reserve for Depreciation 


of Electric Plant.” The amount 
chargeable to the contribution account 
shall cover only those component parts 
of construction for which the contri- 
bution was initially made. 

(e) The petitioner alleges that the 
property paid for by contributions of 
consumers is not included in the de- 
preciable base in determining the 
amount of depreciation for rate mak- 
ing or income tax purposes; 


The Commission finds that: 

(A) The property here involved is 
under the jurisdiction of the Public 
Utilities Commission of the Distrief 
of Columbia ; 

(B) The accounting procedure 
with respect to retirement of prop 
erty paid for by contributions of con- 
sumers which petitioner seeks author.’ 
ity to adopt is the same as that ap 
proved and authorized by the Public 
Utilities Commission of the District 
of Columbia, and is consistent with 
the principles to be applied under the 
accounting practices of this Commis 
sion; 

The Commission, having consid- 
ered said petition and other matters 
pertaining thereto, orders that: 

(A) The petition of the Potomac 
Electric Power Company to write off 
against Account 265, Contributions 
in Aid of Construction, retired prop- 
erty originally constructed from con- 
sumers’ contributions to the extent of 
“those component parts of construc- 
tion for which the contribution was 
initially made,” and to charge any ex- 
cess cost of such retired property over 
the amount of the contribution against 
Account 250, Reserve for Deprecia- 
tion of Electric Plant, be and the same 
is hereby granted ; 

(B) The accounting procedure 
herein sanctioned shall not be con- 
strued as creating a precedent by this 
Commission in the future considera- 
tion of questions incident to account- 
ing for items of the nature herein pre- 
sented. 
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AT THE NEW YORK WORLD’S FAIR 


Throughout the distribution system serving the 
New York World's Fair, Nordstrom Lubricated 
Plug Valves are used 100%. The District 
Governors are EMCO Low Pressure Balanced 
Valve Regulators. Many of the services are 
metered by EMCO No. 414 and No. 5 Pressed 
Steel Meters. This modern equipment is readily 
accessible for gas men to view while visiting 
the World's Fair. 


© nv.w.rF. 


OUT FRONT . . . ROMANCE AND GLAMOUR 
BEHIND THE SCENES .. . sturpy work-A-paY EQUIPMENT 


To insure the beauty and enjoyment of the New York World's Fair to 
millions of people there must be continually working and ever vigilant 
sentinels behind the scenes on the utility companies’ services. 

To insure accurate measurement, correct pressure control and perfect 
distribution conditions EMCO Meters and Regulators are teamed with 
Nordstrom Valves throughout the Gas distribution system. Those same 
virtues, so readily appreciated in the less exciting atmosphere of normal 
distribution systems, are fully exploited at the New York World's Fair. 


PITTSBURGH EQUITABLE METER COMPANY 


MERCO NORDSTROM VALVE CO. 
NEW YORK - BUFFALO: PHILADELPHIA . ° DES MOINES - CHICAGO - COLUMBIA 
KANSAS CITY - TULSA - LOS ANGELES “Wain Offices - PITTSBURGH, PA. MEMPHIS - OAKLAND - HOUSTON 


EMCO recutarors * NORDSTROM eiuc vaives 
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Industrial Progress 


Selected information about manufacturers, 
new products, and new methods. Also news on 
personnel changes, recent and coming events. 


$4,000,000 Unit to Be Added 
by N. E. Power at Providence 


Ts New England Power Association 
will start work immediately on the in- 
stallation of a 40,000 kilowatt unit in the Man- 
chester Street station of the Narragansett 
Electric Co. at Providence, a subsidiary of the 
association, according to Frank D. Comer- 
ford, chairman, The installation will cost over 
$4,000,000 and will be the initial step in a pro- 
gram to provide increased generating capacity. 

The decision to start work at once was 
made, according to Mr. Comerford, because of 
the prospect of war conditions in industry and 
because of the unusually high usage of elec- 
tricity on the part of the system’s customers 
in recent weeks. On September 13th primary 
power production of New England Power As- 
sociation subsidiaries reached 8,000,000 kilo- 
watt hours for the first time in history. This 
figure excludes sales made to Boston Edison 
Company. 

United Engineers & Constructors, Inc., of 
Philadelphia, have been awarded the contract 
for the design and construction of the new 
addition. Combustion Engineering Co. will 
supply the boiler of 430,000 pound capacity 
and the 40,000 kilowatt turbo-generator will 
be built by General Electric. 


Strip-Chart Recording Demand 


Meter Offered By G-E 


NEw contact-operated, strip-chart record- 
ing demand meter has been announced by 


A 


WHE 


Remington Rand Printing Calculator Prints 
Complete Record of All Calculations 


the General Electric Company. Combining , 
two-circuit totalizing relay and a recording de. 
mand meter, the new instrument (Type BR-1) 
may be employed for single circuit demand 
metering or for totalizing the demands o{ 
two circuits, In combination with totalizers 
or totalizing relays it may also be used t 
record the totalized demand of any number 
of circuits. 

Instead of the conventional plunger, coil, 
and ratchet arrangement the meter is actuated 
by Telechron motors controlled by three-wire 
contacts. It is suitable for a wide range of 
load demands and provides a_ continuous 
record of at least one month’s operation ona 
chart six inches wide. 


Int. Harvester Announces 
Heavy-Duty Cab-Over-Engine 


NTERNATIONAL Harvester is entering the 

heavy-duty cab-over-engine field with 
Models D-500, DR-500, and DS-500 having 
capacity rating of 12,300 pounds (including 
cab, body equipment, and pay load), and 
Model DR-700 having capacity rating of 18- 
900 pounds (also including cab, body, equip- 
ment, and pay load). Model D-500 has a spiral 
bevel-gear-drive rear axle, Model DS-500 a 
two-speed rear axle, and Models DR-500 and 
DR-700 double-reduction drive rear axle. All 
these models are available with wheelbases of 
94, 106, and 124 inches and in addition the 
Model DR-700 may also be obtained with 
wheelbase of 142 inches. 

The new heavy-duty cab-over-engine In- 
ternationals may be used as straight trucks or 
truck-tractors, being especially adapted for 
work where short over-all length is an operat- 
ing or legal necessity. Compact construction 
results in less truck or tractor-trailer over-all 
length with proportionately greater load 
space length. The short wheelbase chassis are 
adapted to either truck-tractor or dump truck 
service and the long wheelbase chassis lend 
themselves to a wide variety of attractive 
bodies for many lines of business. 


Florida Utility Plans 
$3,000,000 Program 


HE Florida Power and Light Company, 

a unit in the Electric Bond and Share sys- 
tem, plans a plant-expansion program aggre- 
gating approximately $3,000,000, according toa 
recent announcement. The company, it was 
said, will install an additional 25,000-kilowatt 
steam turbine generator in its Fort Lauderdale 
plant, approximately eighteen miles north ol 
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METALBESTOS 


GAS VENT AND FLUE PIPE 





U. S. LETTERS PATENT NOS. 2013193 & 2076210 


METALBESTOS is a 
veyed, assembled wit 


COMPLETE 
LINE OF 
FITTINGS 
FOR BOTH 
ROUND 
AND 
OVAL PIPE 


SOLID WALL PIPE 








Made in both round and oval shapes 
and in 3' and 10' lengths. 
Sizes—Round—3" to 

Oval—3" to 6" 


he above illustration tells a story of a solid wall 
pipe and shows what happens when used as a gas 
ent or flue pipe. The burnt gases have condensed 
because the pipe lacks proper insulation. Having 
bnce condensed, these gases form destructive acids 
hich cause rapid deterioration. Under such condi- 
ions proper draft cannot be established and the 
ficiency of the appliance is impaired. 

ot shown above is the usual drain pipe from the 
ee, required to carry off the condensate to the sewer 
jor does it show the ravaging effect of the acids on 
the pipe and appliance. 


ANY PIPE WILL PERFORM IN THIS MANNER 


ee 


BUT. 


ure aluminum pipe, through which the burnt gases are con- 
in a galvanized steel casing one inch larger in diameter. The 
air space between the pipes is an efficient insulator. It keeps the burnt gases hot, 
preventing their condensing and keeps the outer casing cool, eliminating fire hazard. 
Pure aluminum is unaffected by the products of combustion and, therefore, long 

life of METALBESTOS is assured. Opposite crimped ends of the two 


pipes provide leak-proof connections. 


< 





SEND FOR 
CATALOG 
AND 
PRICE LIST 
NO. 339 A 


METALBESTOS 


12" 





HOW MANY 
WILL DO THIS? 


This illustration also tells a story—the story of 
METALBESTOS, "The Perfect Gas Vent and Flue 
Pipe'’ and how IT performs. Because of its patented 
construction the burnt gases are completely exhausted 
to the outer air under perfect draft conditions. No 
need for a “drainage system" with METALBESTOS— 
no floating flame at burner due to lack of draft and 
no corrosion of pipe or appliance. YES, METAL- 
BESTOS DOES PERFORM IN THIS MANNER, 
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Miami. In addition, its transmission and dis- 
tribution system will be improved and ex- 
tended to meet the growing demand for elec- 
tric service in that area. 


Exposition to Indicate 
1940 Business Prospects 


FS kp prospects for 1940, in the field 
of heating, ventilating, and air condition- 
ing, will be indicated at the Sixth International 
Heating and Ventilating Exposition to be held 
in Cleveland, Ohio, January 22 to 26, 1940, 
under the auspices of the American Society 
of Heating and Ventilating Engineers. Not 
only will the Exposition present the latest 
methods and apparatus developed in this field, 
but the indicated extent and comprehensive- 
ness of the displays gives assurance that the 
industry is determined to make the most of its 
opportunities next year in view of increased 
building operations. 

Nearly 300 manufacturers have already en- 
gaged exhibit space, using more than 75 per 
cent of the space in huge Lakeside Hall. All 
indications point to the largest Heating & 
Ventilating Exposition ever held. 

The Exposition will bring together exhibi- 
tors who will show the best that the Twentieth 
Century has developed in heating, ventilating, 
and air conditioning, and in refrigeration 
equipment related to air conditioning. There 
will be new types of instruments for control 
and regulation and a host of auxiliary prod- 
ucts of interest to everyone who lives and 
works in buildings, or who builds and oper- 
ates them. 


G-E to Offer Complete Radio 
Equipment and Accessories 


Wa the revision of its radio patent 
agreement, General Electric has an- 
nounced that it is now licensed to manufacture 
and sell and will immediately offer television 
and frequency modulation transmitters in- 
cluding G-E tubes as standard equipment. Also 
available will be complete studio and control 
room equipment—lights, cameras, controls, 
monitors, and antennas. The license also cov- 
ers transmitters and receivers for purposes 
other than television and frequency modula- 
tion. 

Transmitting tubes for replacement in G-E 





name HEATING EQUIPMENT THAT WILL 
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waite, Engineering, Manufacturing of Electric 
Heating Units for Industrial Purposes. 
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apparatus and for certain specialized aplica. 
tions are available at present, and after Jan- 
uary 1, 1940, they will be on sale for nearly 
every purpose. 

G-E will continue to manufacture a com- 
plete line of receiver and receiving tubes for 
standant broadcast. 

Other activities of the Radio Department in- 
clude the manufacture of transmitters and re- 
ceivers for public utilities, police, fire, Army, 
Navy, Coast Guard, and civil governments, 
as well as carrier current and accessories for 
radio equipment. 












Gas Revenues Show Gain in First 
Six Months of 1939 


OMESTIC customers served by manufac- 

tured and natural gas utilities totalled 
16,154,100 on June 30th, an increase of 317,400 
over the number reported on the same date a 
year ago, according to figures compiled by the 
statistical department of the American Gas 
Association. 

Revenues of manufactured and natural gas 
utilities aggregated $444,541,100 for the first 
six months of 1939. This was an increase of 
5.8 per cent from the corresponding period 
of 1938 

Revenues from industrial and commercial 
users increased 8.3 per cent, while revenues 
from domestic customers gained 4.7 per cent. 

Manufactured gas industry revenues totalled 
$190,849,000 for the first six months, an in- 
crease of 2.6 per cent from a year ago. Rev- 
enues from industrial users of manufactured 
gas increased 10.9 per cent, while commercial 
revenues gained 1.5 per cent. Revenues from 
domestic uses, such as cooking, water heating, 
refrigeration, etc, were substantially un- 
changed. 

Revenues of the natural gas industry for 
the first six months amounted to $253,692,100, 
a gain of 8.3 per cent from a year ago. Revenues 
from industrial uses increased 11.2 per cent, 
while revenues from domestic uses increased 
7.3 per cent. 

The quantity of natural gas used in generat- 
ing electric power during the six months ending 
June 30th, amounted to 87,002,000,000 cu. ft 
This represented an increase of 15.8 per cent. 














$4,000,000 Power Plant to Be 
Constructed at Mobile 


Aes Power Company will begin con- 
struction of a new $4,000,000 steam elec- 
tric power plant at Mobile as soon as possible 
and will push such construction to rapid com- 
pletion, according to Thomas W. Martin, 
president. 








ZENITH ELECTRIC CO. 


Automatic Control Equipment 
Magnetic Switches—Time Switches 
Program Clocks—Automatic Timers 

Special equipment made to your specifications. 


603 So. Dearborn St. Chicago, Ill. 








FLETCHER MFG. CO. 
Overhead Construction Materials 
SERVING UTILITIES FOR 60 YEARS 








38 N. Canal St., Dayton, 0. 





OCT. 12,1939 


Mention the FortnicHtLy—It identifies your inquiry 
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Steel Rolling 
ors on headgates 
lower House. The 
hing steel slat 
s coil above the 
. Doors are ac- 
'y counterbalanced 
times for quick, 
ervice and emerg- 
operation, but 
Hul, dependable, 
own springs as- 
immediate, auto- 
closure at 160°F. 
sed and labelled by 
writers’ Labora- 














nnear RoL-TOP Doors are de- 
dable, heavy-duty, upward-acting 
rvice doors, of wood or all-steel, 
ntaining any desired number of 
ass panels. They open smoothly 
d easily the year ’round, over 
ow, ice and other ground obstruc- 
pns. Strong steel tracks rigidly 
ounted with continuous steel angle 
ons, plus accurate counterbalancing 
echanisms and other Kinnear fea- 
res, keep the doors in positive, 
rmanent alignment. 


hey never sag, bind or stick. They 
fe weathertight and burglar-proof. 
innear RoL-TOP Doors can _ be 
huipped for manual or electrical 
peration, are built in any practical 
ze, and can be installed quickly 
d economically in any building, old 
new. Write for details. 


Where exceptional durability or extra 
otection against fire is desired—or where 
jodern ‘‘tailored metal’? appearance is 
eferred—the Kinnear Steel RoL-TOP 
oor is recommended. Wood RoL-TOP 
O 2 in width are rigidly 
inforeed with special steel truss bars. 








CUGU-H0 FIELDS 


Factories: Columbus, Ohio, and San Francisca, California 


oe KINNEAR pons | 


AR Rolling Doors 


SAVE on operation 
and maintenance costs 


When service openings are Kinnear equipped, 
doors can do their part in keeping operating 
costs down. Kinnear Rolling Doors open upward 
conveniently, quickly and easily—saving time, 
labor, and floor and wall space. 


Their rugged all-steel construction assures ex- 
tra years of service, as proved by Kinnear Doors 
that are operating with complete satisfaction af- 

ter 25, 30 and even 40 years of use. 2 


Whether you require doors of wood or steel 
(or any other metal)—for service, or for protec- 
tion against fire—for manual, mechanical or elec- 
trical operation—for old or new buildings— 
there’s a Kinnear Door that will do the job with 
maximum efficiency. There’s a Kinnear repre- 
sentative in your vicinity who will gladly give 
recommendations for your requirements. Write 
today for full details . . . there’s no obligation. 


AVENUE 
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HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 


= Lie a “ 


Bolting the Spiral Casing before Riveting 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 


MASTER-LIGHTS 


ANNOUNCE TYPE "WS" 


"A Master-Light For Every Need" 
YOU OWE YOUR MEN THE BEST THERE IS 
FASTER—BETTER LINE REPAIRS 

















Portable hand searchlights for repair, in- 
spection and emergency crews. Most 
powerful and lightest weight made. 


Many dry and rechargable battery 
types. 
MANUFACTURERS OF WORLD'S MOST 


POWERFUL HAND AND AUTOMOBILE 
SEARCHLIGHTS 


Sent on approval 


CARPENTER MFG. CO. 
197 SIDNEY STREET—CAMBRIDGE, MASS. 


— 
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TOMORROW'S TREND TODAY 





IN TRANSFORMERS 


Extra 








Strong 
at the 
Weld! 


Section of Pennsyl- 
vania Transformer 
Radiator showing 
heavy wall thickness 
at the weld. 


\\ HEN the tube is welded into the header, a portion of the 


metal of both is fused with the metal of the electrode. Naturally 
much of the metal remains unfused, and it is the thickness of this 
remaining metal that helps support the weld and that determines 
the reliability of the welded joint. 

In Pennsylvania Transformer radiators, the tubes are made of 
13-gauge steel (almost 4%-inch thick). This means that the tube 
is extra strong at the weld—one of many reasons why Pennsylvania 























radiators are permanently sturdy and trouble-proof. 


6 


TRANSFORMER COMPANY 


1701 ISLAND AVE., 
N.S., PITTSBURGH, PA. 
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44 kt is quite surprising that in far too many water works ; 
very little attention is paid to the water meter after it has 
installed," says Mr. HENRY HORANDT, C.E., Meter Engis 
Federal Water Service Corp. and Manager, Water Service (, 
Brooklyn, N. Y. “In some localities meters actually are al 


A well-known to remain in service until such time as they fail to 


There are managers... who have little if any knowledy 


authority considers «1% v7 issuments upon which they depend for 
TESTING WATER METERS § 


as all-important 


Again quoting Mr. Horandt: “The testing of Water 





Meters may be considered as one of the most im- 
portant problems relating to Water Meter practice 
...in this day and age requiring comparatively 
low rates of flow coupled with the great amount 
of attention now being paid to meter accuracies 


and sensitivities ... The day is at hand when the 





Water Works Superintendent wants to know more 


about his water meters.” 


* x * 
General view, Test Bench No. 15. Note compact simplicity. Tw| 
sora 10 Gallon 


Modern practice demands you TE gies len. Bas ral dows oe a te a 


TEST YOUR WATER METERS 


NEW Water Meters should be tested. A careful sistance in reducing meter maintenance cost. 
checkup in your shop often detects unsuspected @ rine THESE THINGS OVER. They are of vill 


i i f itivity. It will not 
inaccuracies or loss of sensitivity. It will no’ impeuannn to. gout Wales Woiks, A coll” 


cost much nor take long if made on such equip- : = 
ment as the Neptune Test Bench. Testing used Mr. Horandt's new book, “An Outline of Waitt 


meters BEFORE REPAIRS gives extremely valu. Meter Practice,” and data on Neptune Tet! 
able data regarding service, renders great as- | Benches will be sent you upon request. 


NEPTUNE METER COMPANY 


Manufacturers of Trident Water Meters 
“Cash Registers of the Water Works Field” 


50 West 50th Street (Rockefeller Center), New York City. 
: Branch Offices in Principal Cities. Neptune Meters, Ltd., 
roe 345 Sorauren Avenue, Toronto, Canada. 
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“Buttons” of Lead 


£% ride in an Alloy Grid 


HLORIDE I F you can imagine numerous strips of 


corrugated lead, rolled up into compact 

“buttons” and forced, under great pres- 
sure, into openings in an alloy grid, you'll 
have a picture of an Exide-Chloride Bat- 
tery’s positive plate. 


CH TTERIES 


Therein lies, to a large extent, the rea- 
son for the exceptional life which has 
made this battery the favorite of utility 
and industrial power plant engineers for 
half a century. Write for Bulletin 204 de- 

Section of Menthediot danltiie slate scribing the Exide-Chloride Battery and 


showing how lead ‘“‘buttons’’ are ’ M4 M4 bh: 
firmly secured in alloy grid. its application In power control. 


fMaTHE ELECTRIC STORAGE BATTERY CO., PHILADELPHIA 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 


Exide Batteries of Canada, Limited, Toronto 











GAMO TYPE L-2 METERS SINGLE DISK 


Type L-2 two-element meters com- TWORee? METERS 


e two complete electro-magnetic 

ents driving a single disk. They are 

igned for modern "A" and "S" 

ntings, thus combining conven- 

e in installation with a minimum of 

ce requirements. Electrical char- 

eristics meet all the requirements TYPE L-2-S 

modern meter accuracy and per- week ae 
mance. 


odern Meters for Modern Loads! 


ANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 
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3251 } 





3258 


OOK OVER THIS GROUP of fine new “Eveready” on-the-job flash- 
lights, specially designed to meet the special needs of oil men 
and electricians. 


The new WATERPROOF Flashlights, 3354 and 3254, are completely 
covered, switch-and-all, with a soft rubber sleeve. Unbreakable 
lenses, chrome plated reflectors. Proof against hot wires, acids, 
gasoline, oil, alcohol, greases and dirt. 


The two and three cell general purpose Industrial Flashlights, 
3251 and 3351, have unbreakable lenses, hand-replaceable switches 
are cased in semi-hard rubber. Safe with “hot stuff.” Unaffected by 
water, oil, gasoline, alcohol, acids or dropping impact. No. 3258, 
the new Flexible Extension Flashlight, answers the demand for a 
safe light for inspecting moving machinery, railway journal boxes, 
drums, barrels, sounding pipes. 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N. Y.; Branches: Chicago, San Francisco 
Unit of Union Carbide [lj and Carbon Corporation 


The word “Eveready” is the trade-mark of National Carbon Co., Inc. 
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Blankets waren Field _ | 
COMMERCIAL HAULAGE — on 


e THE TRUCK OF VALUE®e 





GMC Gives You a Better Truck for Your Needs. Better-Powered—with a 
GMC Super-Duty Engine that accelerates faster, pulls better, saves more gas! 
Better-Sized—you don't have to put up with a truck that’s too small for your 
loads, or too big for maximum economy! Better-Engineered—GMC delivery 
trucks are built like the giant GMC Road Monarchs that shoulder America’s 
toughest hauling jobs! Put GMC trucks on your hauling jobs and SAVE! 


Our own YMAC Time Payment Plan assures you of lowest available rates 


GMC TRUCK TRAILERS 


- DIESELS 
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BETWEEN INVESTME 
AND RETURN 








JSPZLLD-~-~- through Grinnell prefabricated assemblies .. . 
cuts down the time between your investment and the day 
that steam begins to flow at-a profit ... makes certain that 
schedules will be met. Carefully engineered, accurate sub- 
assemblies are quickly, easily and economically field-welded 
into a finished piping system — saving weeks over a “‘field- 
built” job. 

The experience of Grinnell assures correct interpretation 
of ideas and plans, pre-testing to qualify for insurance — 
construction to standards commercially practical and tech- 
nically sound. Plant facilities enable Grinnell to serve any 
part of the continent quickly. Follow the lead of hundreds 
of engineers and “Give the plans to Grinnell.” Grinnell 
Company, Inc., Executive Offices, Providence, Rhode Island. 


Branch offices in principal cities. 
raanaseicarron. ov eee 


wuenever PIPING is invouiv 


Unique header recently completed by Grinnell 
as part of large power piping installation 
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salvage your Frozen Fittings with 


this 14 power RIFESIb 
Compound Leverage Wrench 


OU multiply the working strength of one man up 

to 14 times when you equip him with a power- 

ful FRDZ30I Compound Leverage Wrench. 

ou give him the leverage power of 14 men heaving 
n the pipe-lengthened handle of a regular pipe 
rench of equal jaw capacity. With this RIFAID 
e handles pipe and fittings up to 8 inches—without 
elp. This super-leverage salvages fittings that would 
therwise be lost in smashing them off. Simple to use 
put trunnion on pipe, jaws on fittings (or vice versa) 

nd pump on or off. Handle is short enough to work 
asily in tight places. Four sizes—S2, $4, S6 and S8. 
ou boost efficiency and save payroll time and money 
by adding this FRIE30 to your tool kits. Ask your 
bupply House. The Ridge Tool Company, Elyria, Ohio. 


this Housing ever 
Breaks or Distorts we 


will replace it Free. 
THE RIDGE TOOL CO, 
ELYRIA, OL 


RIBEID Wrench with unconditionally 
guaranteed housing eliminates all your 
wrench housing repair bills. Sizes 6" 
to 60". 
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eo MEN seldom get a look 
at Aluminum meter cases. They 
don’t need to! 

Aluminum is not harmed by exposure 
to the weather; never needs painting. 
There is no rusting of the cases to streak 
the buildings on which they are mounted. 
Customers, whether in the country or in 
the city, appreciate the added sightliness 
where Aluminum meter cases are used. 

You can obtain meter cases made of 


ELC OA. ALU MI N UM 
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Alcoa Aluminum Alloys from various 
manufacturers. They are formed from 
Aluminum sheet, or die cast with re- 
quired bosses, lugs and markings cast 
integrally, according to your speci- 
fications. We shall be glad to send you 
the names of manufacturers from 
whom Aluminum meter cases may be 
purchased. ALUMINUM COMPANY OF 
AMERICA, 2134 Gulf Building, Pitts- 


burgh, Pennsylvania. 





October 12 : 





OOSIER ENGINEERING COMPANY 


PHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORE 
Canadian Hoosier cone Company, Lid. 
on 


RECTORS OF TRANSMISSION LINES 
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ROBERT A. BURROWS’ 


NEW 1939 
UTILITY CHART 


ELECTRIC LIGHT AND POWER e GAS @ TRANSPORTATION 
WATER @© COMMUNICATIONS @ INVESTMENT COMPANIES | 
ETC. 














@ Showing at a glance @ 


“INTER-RELATION AND CAPITALIZATION OF THE PRINCIPAL PUBLIC 
UTILITY HOLDING, OPERATING AND INVESTMENT COMPANIES 
AS OF JUNE 1, 1939” 


ALSO SERVICE AREA MAPS OF THE PRINCIPAL 
PUBLIC UTILITY SYSTEMS IN THE UNITED STATES 
(Chart Size—34” x 28”) 


An indispensable reference for @ Public Utility Executives @ Utility Supply 
Companies @ Banks @ Brokers @ Investment Counselors @ Trust and In- 


surance Companies ® Public Service Commissions ®@ Investors ® Or any one 


interested in any phase of the Public Utility Industry. 


e e PLEASE NOTE e e 


Chart is printed on 32-lb. high grade paper in ONE COLOR at $2 
per copy, or in NINE DISTINCTIVE COLORS at $3 per copy, postage 
prepaid. Colors used in bar graphs afford an excellent chart for fram- 
ing or desk top reference. 


If UNFOLDED MAILING is desired add 25¢ for special 3-ply mailing 
tube. 


M guaxremtes of ten or more copies, for complimentary distribution, 


at reduced prices, on request. 


cy 
Order from 


PUBLIC UTILITIES REPORTS, Ine. 
Munsey Bldg. Washington, D. C. 
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ERESCENT 
MPERVEX 


INSULATED WIRE and CABLE 


\MHere is a special moisture resistant insulating com- 
impound used on building wires and secondary net- 
\mwork cables without lead sheath in moist locations. 
CRESCENT IMPERVEX is not only highly re- 
sistant to water absorption, but it is also superior 
in its resistance to the effects of ground acids and 
alkalis... . And one thing to remember, IMPER- 
VEX IS MADE ONLY BY CRESCENT. 





RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 










CABLE 
WEATHERPROOF WIRE 
CONTROL CABLE 















All types of Building Wire and all kinds of Special Cables DROP CABLE 
to meet A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A., and all Rail- Maat wat 
road, Government and Utility Companies’ Specifications. PARKWAY CABLE 
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NEW MAP 


of the 


PUBLIC POWER PROGRAM 


Announcing the Publication of 


“Federal Financing and Location 


Public Power Projects; 1933-1939” 


the most comprehensive, visual 
presentation ever made of the pub- 
lic power program. The map shows 
accurately the cost and location of 
all federal, district, state and mu- 
nicipal power projects. 


The extensive operations of the 
R.E.A. on a national scale are por- 
trayed for the first time. Few real- 
ize the growth, cost, and signifi- 
cance of this important develop- 
ment. 


A simple color scheme and dis 
tinctive symbols, designating the 
different types of projects, facili- 
tate use of the new map. More than 
350 geographic localities in which 
federal funds have been expended 
are clearly indicated. 


Suitable for framing and wall 
use (size 29 in. x 43 in.), the map 
should be ordered now by all those 
interested in the public power pro- 


gram. 





Informative . Complete . Concise . Up-to-date 


Price: $2.00 a copy 


Shipped unfolded in special mailing tube, post- 
age prepaid in the United States and Canada. 
beland b 
portati: 
and un 


P. U. R. Executive Information Service 
1040 Munsey Bldg. Washington, D. C. ! 
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Service Proved --- Rely On 


Bj og “CLEVELANDS” 





EARS 

ago, “Cleveland” 

pioneered the com- 

pact, mobile, full-crawler trencher. Ever since, it has devoted 
itself to making it better—more efficient—more reliable. 


I Today a large number of Cleveland “Baby Diggers” and Tam- 
per-Backfillers are in constant service in the Gas Industry. 


, When it is a question of getting the most out of machine-trench- 
ing, you can rely on “Clevelands” to give it to you. Let us tell 
you why. 


—ae ©. | eee 


Write Today for Details. 


ECLEVELAND TRENCHER COMPANY 


"Pioneer of the Small Trencher" 


00 St. Clair Ave. Cleveland, Ohio 


beland built Trailers for all Models speed up 
portation and increase utility. Machines 
and unload in 10 to 15 minutes. 


@ CLEVELANDS © 
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SF GaeU CTS 


THE SUPERIOR SWITCHBOARD & DEVICES CO. 
CANTON , OHIO 


koe Deanifucticrirg * 


METER ¢ RELAY TEST SWITCHES METER TEST BLOCKS ¢ TABLE 
METER TRANSFORMER ENCLOSURES 





TRADE MARK 


Blow. Torches 


noted for their scientific design, rugged 
construction and low fuel consumption. 
They will operate efficiently in an in- 
verted position and at any angle and are 
manufactured from the highest grade of 
materials by experienced workmen. 


Every Dreadnaught is service-tested be- 


fore shipment, warranted to give satis- P, WALL MFG. § UPPLY C0. 


faction and guaranteed against defects. PITTSBURGH. PA 
+ . 


DREADNAUGHT 
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They’re hearing it now—those crowds that are flocking to the 
New York World’s Fair. They’re hearing the dramatic story of 
modern progress in terms of the modern gas range. And they’re 
going back home determined to get their share of the World 
of Tomorrow—today. 

The Doll Theatre at the Fair is just one more means for 
Robertshaw to carry to the millions the stirring message of 
automatic heat control, to fix in their minds the Robertshaw dial 
as a definite symbol of gas range excellence, to make it easier 
for you to sell Robertshaw-equipped ranges. 


ROBERTSHAW 
THERMOSTAT COMPANY 


YOUNGWOOD, PA 


VISIT THE 
ROBERTSHAW 
WORLD'SFAIR 

EXHIBIT 


WHILE AT THE 
AGA CONVENTION 


HELP YOUR SALESMEN!... Put this 
radically new kind of sales manual 
in their hands. We supply it FREE! 


“More Income’ is geared to today’s 

selling needs, marks an entirely new 

approach to gas range promotion, 

brings a wealth of new facts, new [Ive 

ideas, new methods to thesalesman’s 

finger-tips. Hardly off the press, 

“More Income’ has already evoked 
an amazing response, has brought 
enthusiastic cheers from even the 
most successful salesmen. Howmany 
copies do you need for your staff? 
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Installed in the plant of 


Central Illinois Light Company, Peoria, III. 
(Commonwealth & Southern Property) 


300,000 Ibs. steam per hour, 900 Ibs. pressure, 875° F. Steam Temperature 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVEBIZERS - BURNERS - MEOHANIOAL STOKERS - STEEL-OLAD INSULATED SETTINGS 
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ELEcTRIC AUTOMATIC CONTROLLER 
For THE ADDRESSOGRAPH 


DEMONSTRATIONS 


in your own office at your con- 
venience can be arranged with- 
out cost or obligation. For 
literature and further details ad- 
dress Department F-1012. 


This new Egry Controller adapts the Addressograph to a wider range 
of important time-, labor- and money-saving operations. Used with 
Egry Quality Continuous Stationery, it speeds up the work of writing 
multiple copy business records. Forms are fed into writing position 
in perfect alignment at a speed synchronized with the Addressograph 
itself. The use of costly, one-time, pre-inserted carbons and other 
wasteful methods is eliminated. To use the Egry Automatic Con- 
troller requires no change in Addressograph construction or operation. 


The EGRY REGISTER Company 


Dayton, Ohio 


SALES AGENCIES IN ALL PRINCIPAL CITIES 
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AT THESE LOW RATES 


You Can Really Afford to Carry 
Ample Life Insurance Protection 





rt 
i licy that protects you for you 
poner life.” It also has cash an 
lues. Rates 
a Monthly Rate Per $1,000 
$ .83 








———————— 
THIS low-cost policy cannot be issued in 
amounts less than $2,500. 

At age 35 a $10,000 policy costs you only 
$12.80 per month and will pay your benefi- 
ciary either $10,000 at your death or a 
monthly income for life. Write us for full 
details, stating age. Use the coupon below. 


More than $995,000,000 Insurance in Force 


THE LINCOLN g@ NATIONAL LIFE 
INSURANCE (73) COMPANY 


FORT WAYNE = INDIANA 
ITS NAME INDICATES ITS CHARACTER 
* According to actuarial experience 


LINCOLN NATIONAL LIFE INSURANCE co. 
U.F. 15 Fort Wayne, Indiana : 
Please send me full details about your Life Expectancy 
Plan, which provides ample protection at low rates. 

















USE Rel E CENTRALIZED SERVICE 


Use R.& I.E. centralized Service for the 
whole job — complete substation design 
and equipment. There is a big advantage 
in putting the entire problem under one 


responsibility. 


In R. & I. E., the Public Utilities have 
found engineering ability to cope with 
every outdoor and indoor switching prob- 
lem. Here are complete design and manv- 


facturing facilities under one roof. 


From the layout to the lines, R. & I. E. 
offers the benefit of twenty-five years ex: 


perience. 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 
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Mobb as ee : 
oe Se ee Seas i ae ee 


Whether You Buy A Tankful Of Gasolene 
Or A Carload Of Oil— You Can Be Sure Of 
The Quality Of CITIES SERVICE PRODUCTS 


THE QUALITY of Cities Service gasolenes and oils is guarded every step 
of the way from the oil well to you. For Cities Service Oil Company is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation ... production, transportation and refining. The 
finished products, backed by years of refining experience, reach you 
through 16,000 reliable outlets. The Cities Service emblem is your 
guarantee of dependable products and efficient, courteous service. 


CITIES SERVICE Serves A Nation! 
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is Progress \ 


PRESENT ERA 


D PROGRESS 





THE ERA OF 
GRADUAL PROGRESS 
IN BOILER 
DEVELOPMENTS 


nen 








FROM 1930 TO 1939 BEW HAS INTRODUCED— 


Welded Boiler Drums The Open-Pass Boiler 


Water-cooled slag-tap furnace 
floors 


The Two-Stage Furnace The Radiant Boiler 
Stud-Tube Furnace Walls 
B&W Steam Scrubber 

The Integral-Furnace Boiler 


The High-Head Boiler with in- 


tegral economizer The Cyclone Steam Separator 


THE BABCOCK & 


The Steamotive Boiler 


An_ Improved, Coordinated 
direct-firing system including 
the Type E Pulverizer 
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Widensathe 


If the rate of progress in boiler develop- 
ments during the past twenty years or 
more could be charted, the graph would 
perhaps have the general form of that 
shown on the opposite page. At least, 
on this chart is visualized the change in 
the pace of significant developments in- 
troduced by B&W during recent years— 
a change that offers greatly increased 
opportunities for steam-plant designers 
and operators. They can benefit—NOW 
—from the results of research, develop- 
ment work, and field experience which, 
at the former gradual rate of progress, 
would not have been available for pos- 
sibly ten years. They can now secure 
the economic advantages of furnaces 
capable of burning, in one unit, a wider 


engimeering 


range of coals and other fuels than has 
heretofore been possible . . . higher 
boiler availability due in large part to 
boiler- and furnace-designs that permit 
operation to control slag formation and 
to minimize fouling of convection heat- 
ing surfaces with slag . . 


steam... 


. dry, clean 
. closer superheat control... 
and notably great reductions in overall 
steam production costs. 


Thus, the power engineer enters an era 
of greater opportunity made possible by 
new boiler equipment that has been 
tested and proved in service . . . equip- 
ment that is backed by a company whose 
policies have always protected the users 
of its products. 


The Babcock & Wilcox Company, 85 Liberty St., New York, N. Y. 


WILCOX 


COMPANY 
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Great American Transfusion 


HISTORY will probably record no 
more ingenious Government innova- 
tion than the transfusion apparatus de- 
vised to bring back health to Uncle 
Sam. 

Hailed as an inspired advance in ultra 
modern economics, the idea was to 
inject into one arm as “recovery” the 
life-blood drawn from the other arm in 
the form of taxes. No one will ever 
know whether this experiment would 
have worked. 

For idea begets idea. 

“While I am ministering to Old 
Sam’s body”, said Dr. Government, “I 
might as well attend to his soul”. 

So a large part of the “recovery” 
money is siphoned off to pay for Federal 
commissions, boards, administrations 
and authorities—67 in the last six years 
with executive, legislative and even 
judicial powers—to “reform” every real 
and fancied flaw in the patient’s char- 
acter. 

Government agencies now supervise 
all the productive acts of man. Their 


“Thou shalt not” echoes from coast to 
coast, in mines, fields, factories, banks 
and offices. 

Weakened by taxes, harried with pro- 
hibitions, uncertainties, threats and 
Government competition, private en- 
terprise continues to struggle for its 
life, and jobs languish. 

This in the nation that was founded 
on the principle of freedom and grew 
through the exercise of thrift and clear 
headed individual endeavor! 

Is it what the people of this country 
actually want? That’s to be doubted. 





What Helps BUSINESS 
Helps YOu 





This message is published by 


NATION’S BUSINESS 


—a monthly magazine edited in Washington, 
where business and politics meet. Established 
1912. 315,000 business men and women sub- 
scribe. Begin reading Nation’s Business now. 
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NE WAY... 


withouta => 
concrete envelope 


“concreted-in” 


OTH CONDUITS cut 


lectrical Distribution Costs! 


ELECTING the right electrical con- its light weight and long lengths reduce both 
duit to meet specific problems is an ™terial and handling costs. 

portant factor in providing for perma- For free data-sheet manuals on both Tran- 
t distribution savings. site Conduit and Transite Korduct, write 
onsider, therefore, the contributions Johns-Manville, 22 E. 40th St., N. ¥. C. 

de toward this end by both J-M 

ansite Conduit and Transite 

rduct 


ee * 
oth are asbestos-cement in composi- : MN ieelMil(s 


h...hence permanently resistant to cor- 
ion, incombustible and weatherproof. TRANSITE CON DUIT 
ommon, these materials possess an in- 

ent durability that promises years of 
ual freedom from maintenance. 


nd there are installation economies, 
!In the case of Transite Conduit—its 


ength permits installation without an TRA N S i T F KO H p U CT 
elope. “Concreting-in” is eliminated. 


ge savings immediately effected. 
s for Transite Korduct .. . it’s the 


ical choice on all multiple-duct trans- ay 
sion systems—or wherever the serv- an 


calls for “concreting-in.” For here, 


for use underground without concrete 
envelope and for exposed locations 


for installation in concrete 
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PROFESSIONAL DIRECTORY 


© These pages are reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. « « « « ‘ 














THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS « WALUATIONS e« REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO - MILWAUKEE + NEW YORK + WASHINGTON ~ And Other Principal Cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








PRAISALS 
INTANGIBLES 


DESIGN Si ord, Bacon & Davis, ane. — CASES 


CONSTRUCTION 


OP=ZRATING COSTS Engineers 


VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEW YORK LOS ANGELES WASHINGTON 

















LIVINGSTON. McDOWELL & CO. 
CERTIFIED PUBLIC ACCOUNTANTS 
117 SOUTH 17TH ST. PHILADELPHIA, PA. 


D. M. LIVINGSTON, C. P. A. (PA.) C. WHITFORD MCDOWELL, C. P. A. (Pa.) ( Mb.) 
Former Member: ne Member: 
Pennsylvania Public Utility Commission Aemaaleses Seieahiains Oi daiauibinabiais 


ember: 
Pennsylvania Institute of Certified Public Accountants Pennsylvania Institute of Certified Public Accountants 


Audits 
Taxes 


Usility 
Consultants 











J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Financing Valuations 
New Projects Purchase—Sales Reorganizations 
Consulting Engineering Management Mergers 


Public Utility Affairs including Integration 
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PROFESSIONAL DIRECTORY (concluded) 





SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO 


NEW YORK 


SAN FRANCISCO 

















BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 











JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 














EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 











JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 














CHENEY AND FOSTER 


Engineers and Utility Consultants 


61 BROADWAY NEW YORK 











SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 














Francis S. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 sOUTH MICHIGAN AVENUE, CHICAGO 











: J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Acme Electric Heating Co. 
Aluminum Company of America 
American Appraisal Company 
American Gas Association 

American Perforator Company, The .... 


B 


Babcock & Wilcox Company, The 
Barber Gas Burner Company, The .... 
Bauer Mfg. Co., ‘The 
Black & Veatch, Consulting Engineers .... 
Burroughs Adding Machine Company 


Cc 





Carpenter Manufacturing Company 

Carter, Earl L., Consulting Engineer 

Cheney and Foster, Engineers 

*Chevrolet Motor Division of General Motors 
Sales Corp 

Chicago Wheel & Mfg. Co. 

Cities Service Petroleum Products 

Cleveland Trencher Company, The 

*Collier, Barron G., Inc. 

Columbia Gas & Electric Corp. 

*Combustion Engineering Company, Ine. .. 

Consolidated Edison Company of N. Y 

»Corcoran-Brown Lamp Division 

Crescent Insulated Wire & Cable Co., Ine, 








D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers .... 
*Dillon, W. C. & Co., Inc. 
*Dodge Division of Chrysler Corp. 





E 


Egry Register Company, The ......................... 
Electric Storage Battery Company, The 
Klectric Testing Laboratories ... 

Elliott Company 
Esleeck Manufacturing Company 





F 


Fletcher Manufacturing Company .... 
Ford, Bacon & Davis, Inc., Engineers 


G 


General Electric Company.......... Outside Back Cover 
General Motors Truck & Coach Division 37 
Grinnell Company, Inc. 





Haberly, Francis S., Engineer 
Hoosier Engineering Company .. 


I 


International Business Machine Corporation 
International Harvester Company, Ine. ... 


*Fortnightly advertisers not in this issue. 


J 
Jackson & Moreland, Engineers .............. 
Jensen, Bowen & Farrell, Engineers 
Johns-Manville Corporation 
Jones & Laughin Steel Corp. 

K 


Kerite Insulated Wire & Cable Company, fj 
The 





Kinnear Manufacturing Company, The .. 
L 
Lincoln National Life Insurance Compenty 
Livingston, McDowell & Co 
Long Island Lighting Company : 
*Lumbermens Mutual Casualty Co. .. 
M 


Manning, J. H. & Company 
Merco Nordstrom Valve Company . 


N 


National Carbon Company, Ine, .................... 
National Business 





Neptune Meter Company . 
— News Shipbuilding & ‘Dry ‘Dock © 





P 


Pennsylvania Transformer Company 
Pittsburgh Equitable Meter Company .... 


R 


Railway & Industrial Engineering Company. 
Recording & Statistical Corp Inside Back 
Remington Rand, Inc. 





Ridge Tool Company, The ... 
Riley Stoker Corporation . 
Robertshaw Thermostat C 





pany 
Royal Typewriter Company, Ine, .............. Bi 


Ss 


Sanderson & Porter, Engineers 
Sangamo Electric C 
Silex Company, The Inside Front 
Sloan & Cook, Consulting Engineers ....... 
Superior Switchboard & Devices Co., The 


Vv 





Vulean Svot Blower Corp. 
w 
*Walker Electrical Co. 





Wall, P., Mfg. Supply Co. ...... 
Weston, Byron Company 
Williams-Waliace Company ... 
Wopat, J. W., Consulting Engineer 


Z 
Zenith Electrie Co. 




















Rate Changes! 


THE ONE-STEP METHOD 


SAT. 











OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The 100 cu. ft. of gas billed are entered on the adding machine. A tape is 
prepared of all items and a ption total lated, which serves as a 
control. At the same time—by this single operation—the bill count for each 
100 cu. ft. of gas step is made by the electrically controlled registers. 














A continuance of frequent rate changes, and the pressing need 
for current data on customer usage is causing many Operating 
and Holding Companies to use R & S One-Step Method for 
analyses, and compilations required for scientific rate making. 
Costs have been greatly reduced. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Chicago Detroit Montreal Toronto 
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WHY! HE’ SLEEPS WELL. 


j : ‘ 
E. are indebted forthis .significaht. story. to 


Mr. W. J.°Cameron on the Ford radié pro- 
gram. 


“If you please} sir, | know how ‘to sleep 'on.a 
windy night.””> Thus) responded «the. good-natured 
gawky applicant to°Parmer* White's ‘offer’ of sem- 
ployment. ‘You what?’’s4T°know howrto, sleep; on 


a. windy..night.”’ "Well, ethat’s, no» great, recom- 


, 


mendation,”, said Farmer: White; “most, men can 


do that only-to6 well.” 


There vas something likable-in the honést e¥es 
of the new hifed mai—something interesting behind 
what’ he had said... One ‘night, several weeks later, 
Farmer White.was to learn. The wi d had awakened. 
It gathered itself in'great gusts and’ sent the Clouds 
scurrying across the sky; and it hammered against 
buildings: an@etoréatethe Haystacks andy howled 
down the chininéys. “Farmer White sat straight up 
in bed. He khew that wind) Many atime. it«had 
wrenched off a doar, scattered his Way} bowled’over 


a coop. ‘‘ John,” he shouted. ‘‘John, John, 
aré you?” But Jolin wag fast asleep; he mi 


as well have been in the next town. 


Farmer White rushed out into the night, ew 
to seé everything tumbled about, But he foil 
stable.doors safely #fastened). the windoys 
locked,.the horses.and.cattle all snug: in thei 
He found. the staeks, well roped, the rope 
pegged—the sty secure, the coops firm. 
came to him—suddenly—just what John 
Littlé wonder Jolin slept Well when the wind 


Isn’t. there a moral ,in “this story for w 
manufacturer—for “yon asia purchasing 
distribution engineer, or ‘manager? Isn’t pal 
thind; based’on the KnoWledge that you ha 
best equipment you can: buys-the*best that 4 


* built=-worth far more than any other conside 


We bélieve itis. That is why we continue ton 
you of thé “builfsin’ values of General ll 


, apparatus.’ ; 








